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One Shilling 


On the Rocks 


BNTAN faces bankruptcy. That is the real significance of the 
Government’s latest White Paper. At last, the British people now 
know where th¢y stand. In the past two years, they have as a com- 
munity overspent their income to the extent of £1,000 million and the 
rate of overspending was almost twice as large in 1947 as in the preceding 
year. At the present rate of expenditure (which has fallen since its peak 
last August but now shows signs of settling down at a monthly figure of 
some £40 million), the remaining reserves of about {600' million in 
gold, dollars and unexhausted credits may last Britain and the stérling 
area until midsummer. After that, it will just be impossible to buy 
either the food or the raw materials which are necessary for Britain to 
eat and work. The spectre of starvation and mass. unemployment is 
now alarmingly close. 

To translate the tables and figures of the White Paper into more 
homely terms, Britain has been living like an improvident family which, 
failing to make both ends meet, first spends the accumulated capital of 
the past, then borrows from friends—from American friends, from 
Canadian friends, from South African friends—and when their loans 
are exhausted, begins to pawn the furniture. How else can one describe 
the latest deal with Argentina in which the whole capital asset represented 
by the British-owned railways is bartered away for eighteen months’ 
supply of meat? It is of course true that there is nothing discreditable 
in the events which led the British community to this desperate plight. 
Alone of the belligerents (except the German aggressors) Britain fought 
in two world wars from the first day to the last. The incomé from 
overseas investments which nearly bridged the gap between imports and 
exports in 1938 disappeared in the struggle. Exceptional conditions of 
world demand created by war devastation added £300 million to the cost 
of British imports in 1947. But in fact the reasons which have brought 
the British to beggary are less likely to be remembered than the fact that 
they are beggars. The old soldier showing his campaign medals at the 
street corner is an object of pity, not of respect. 

When a family faces bankruptcy, either it goes under to a life of 
perpetual makeshift and pauperism, or it restores its solvency by vigorous 
action—by buying less, by cutting down every kind of expense and by 
straining every nerve to sell more of its goods and services. A mation 
is in no different case and the choice open to the British people is in 
reality precisely the same difficult choice between pauperism and gruel- 
ling recovery. The only question worth asking today when the crisis 
is, in Sir Stafford Cripps’s words, not a matter of years, but of months 
and weeks, is what further steps the British people can take to consume 
less and: produce more, to reduce their standard of living and at the same 
time do harder: work. The subject is being debated in the Commons 
as The Economist goes to press, but clearly the Government’s plea— 
it is not much more—that neither wages nor profits shall rise at this 
juncture is one small part of the much bigger effort that is needed to 
restore solvency to the British people. 3 

Both wages and profits have to contribute their share. Bankruptcy 
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is a family responsibility and no section of the community can 
avoid its hardships; The real need for workers and managers 
aliké.is longer hours and more output for the same income. In 
this way, more goods could be produced for export without new 
finami¢ial pressure being created to divert those goods to con- 
sumption at heme, So drastic<a departure from current indus- 
trial practice is too much to hope for, but at least the principle 
of no further wage increases save for cases where workers. are 
genuinely below an adequate level of subsistence must be 
endorsed. Further, there 1s certainly a case for increasing the 
contribution to national solvency by those who, despite their 
reduced standards, can still afford it best. Heavier taxation or 
limitation of dividends- and the control of expepse accounts 
(upon which so much of the “ conspicucus waste” in the big 
cites is based) will help politically, and to some extent economi- 
cally. Even if such steps must wait upon the budget, their 
announcement would go far to relate the question of wages 
to the wider action needed to counter bankruptcy abroad and 
inflation at home. 

But, although it will be necessary to temper the cuts by 
considerations of social justice, the brute fact remains that 
standards of consumption in Britain do not reflect the insol- 
yency which may lie only a few months. ahead. Can it be said 
that the rationing of domestic fuel has been drastic enough 
in view of the vital importance of coal as an export? Can 
Britain afford {£200 million for Government expenditure over- 
seas, or to feed’a million mouths in the Forces in return for 
no productive work ?° It is easy to make a case for ‘keeping 
two million Government servants, but if 500,000 were returned 
to industry, would the gain in output not ease the burden of 
the controls ? By what yardstick can. the overseas expenditure 
ef £50 million on “tourism” in 1947 be justified ?. It is no 
longer a question of choosing whether or not to maintain cer- 
tain amenities. The stark fact is that the means to provide them 
no longer exist. 

In spite of the recent cuts in capital expenditure, it is-clear 
that more has to be done. No one will criticise the Govern- 
ment for wishing to build better schools; new hospitals 
and more and better equipped houses. But this pro- 
gramme-has added to Britain’s insolvency by diverting materials 
and manpower from the export industries ; in that, sense it is 
Americans, Canadians and South Africans who have been pay- 
ing for part of the British programme of development at home. 
No one denies the desirability of these things, but it is not 
usual to add a bathroom to the house just as the receivers 
walk in. 

The last items to be cut back should obviously be productive 
assets, the renewal and modernisation of plant, . The reduc- 
tions already announced in these items are severe—probably too 
severe—but in another field the figures suggest that outlay has 
been too heavy, The sum of £180 million for new assets 
overseas, a large part of which must be represented by various 
schemes of Colonial development, seems unduly high in rela- 
tion to the time which must elapse before they begin to yield 
their fruits. 

*x 


These. are a few instances picked from a possible list of 
further cuts and reductions, but simply to set thenr down shows 
how painful their execution would be and what appalling 
stresses it would introduce into the national life. But bank- 
ruptcy is necessatily an ugly, painful and distressing business. 
It tests the temper of the-‘most united family. It! requires not 
only fortitude and patience but ¢ensiderable humility to weather 
it with dignity and success... Yet.bankruptcy. is nevertheless the. 
crisis through which this nation may be about to pass. _What 
are its chances of surviving this latest test—a test with none 
of the glory and solidarity of a nation at war but perhaps mote 
gruelling as a result ? ° eos ; aes 
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It cannot be said that the outlook is encouraging. Ip jh. 
first place, the country’so far has remained in ignorancesof-+} 
facts. The Government’s powers of explanation 
been high, but its inability to convey to the public the gig, 
cance of the gatherimg economic crisis is beyond all pg 

failures. . And this is not simply a question of poor pu 
relations. The’ failure goes deeper. It is not only thar j 

Government has not talked as though the crisis were serion, 







Until quite recently, it has not behaved as). though - 


In 1946, before the catastrophic rise in American prices . 
fierce winter, there was some excuse for believing that Brita 
could recapture its export trade, police Europe, rebuild its @ 
dustries, create new social services, rehouse the people and 






vide cheap food all at the same time. But the writing on the wall - 
was there for all to see after January or February, 1947. The 


ports and exports was growing: Home production conti 


fatal flux of gold and dollars had begun.. The gap cae 
lag, but the Government went on its Micawberish way, waiting 


for something to turn up. Mr Dalton was happy oe 


“balanced” budget, Mr Morrison declared that no 
sacrifices could be demanded of the people. Today, with th 
gap wide open and no prospect of filling it from™ 
resources, even Sir Stafford Cripps’s realism may be too late, 
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If the British had been made to realise in 1945 that in many 
ways the problems of reconstruction facing them were no” 
urgent than that which faced, say, Poland, they might have set} 
and worked as the Poles have done; but cradled in illusions 
they have advanced in their crisis like somnambulists. It is 
the ilJusion either of infinite prosperity or of infinitely squemme- 
able profits that makes’ it still possible for the trade unitas 
to press for more wages for fewer hours. It is the illusion 
of wealth withheld by a spiteful Government that has tums 
large ‘sections of the more well to do against the — 
and restrictions which they recognised as necessary during th 
war, Yet the reality is of a nation in greater economic sttait 
than at amy time since the Napoleonic wars. If the p 
attitude of the different classes in society cannot be mobilised 
into something more than the collective and disgruntled self 









ness they show today, then the British will be obliged to face 


their supreme economic crisis without the only assets ups 
which they could still draw—their political balance, thei 
natural unity, their phenomenal staying power. he 
This statement will no doubt be contested. .Why speak @ 
“ Britain’s. only assets” when there is every chance that 
midsummer the Marshall Plan will have been passed by Con- 
gress and assistance will be assured for the ext cighteen 
months at the least? Even Sir Stafford Cripps has & 
that the only hope lies in American assistance, to give Brita 
the ‘necessary time to bring about the restoration of normal 
conditions. But herein lies precisely the danger. Continual 
borrowing can have the same effect as continual drinking. The 
borrower’s—like the drunkard’s—sense of reality tends to fade. 
Britain has already had the American loan and the Canadian lea 
and will get the South African loan. All have been necessary 
but all have helped to mask from Government and people alike 
the country’s true economic straits. A standard of living has bee 
maintained, reserves have, been eaten up, expenditures unde 
taken on a scale which is quite out of accord with Britain's 
real economic position. And what guarantee is there. that the 
Marshall Plan may not be used in the same way ? The only 












proper, the only long sighted, the only courageous course ! c 
be for Britain to pursue now the policy it would pursue if the | 

_-Marshall Plan were reduced to a kalf or a third and to use the — 
Surplus thus created to build up reserves, modernise indust 


in the long run salvation alone will lie. 
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Pee the Peace of Jerusalem’ 


HE Trusteeship Council’ of ‘the United Nations meets 

next Thursday to handle ite share of the ’ Palestine 

lem—the future of Jerusalém. Uno’s arrangements for 
taking over in the rest of Palestine are in other hands. Its 
five Palestine Commissioners are simultaneously at work on 
these, and are responsible to the Security Council. The Trustee- 
ship Council’s task, asset by the Assembly, ‘i is to arrange for 
administration of the Jerusalem enclave as a “corpus separatum 
under a special international regime.” It has, at next week’s 
meeting, to approve a detailed Statute for the city, and to appoint 
4 governor of it “on the basis of special qualifications and 
without regard to nationality.” The success of its work hangs 
on many factors that are beyond its control, but there is one 
act that it must at once perform if its work is not to be futile 
from the outset. It must seek to establish that Jerusalem is 
genuinely a s¢parate’ body—that is, that it does not house any of 
the organs of partition, the Commissioner’s headquarters, or the 
Economic Board: If these are situated in the city, it becomes, 
inevitably, the hub of the Jew-Arab quarrel and a scene of con- 
flict. It is also necessary to establish that acceptance of the 
international regime for the city does not ‘automatically involve 
acquiescence in the partition plan for Palestine as a whole. 

But, however efficient the spadework done by the Trusteeship 
Council there are outside factors which can make or marit. And 
of these the most important is the state of security in Jerusalem 
at the moment when the international regime begins. At the 
moment it is not good. Attacks and reprisals have been pro- 
ceeding since December 3rd when an Arab mob, incensed at 
Zionist rejoicings over partition, burst from the Old City and 
burnt Jewish shops in Julian’s Way and the streets beyond. Un- 
fortunately these initial acts, which were perpetrated by hooligans 
and could (according to more than one neutral eyewitness) have 
been stopped “ at that stage by a swish of canes” were not met 
with the resolution which is now being shown by the British 
authorities. Nevertheless, the situation is not hopeless. » The 
city is anything but out of hand. The worst prospect ahead is 
not the state of tempers, but the arrangement proposed by Uno 
for taking over. The Assembly resolution on this subject in- 
cludes the impolitic provision that “the special international 
regime for the City of Jerusalem . . . shall come into existence 
two months after the evacuation of the armed forces of the 
Mandatory Power has been complet Unless this two 
months’ hiatus can be avoided, the fat will be in the fire. And 
there is only one body that possesses the experience to. foresee 
this, and the apparatus to ward against it. That body is the 
outgoing Mandatory Power—Britain, 

Ever since its final proposals to the Jews and Arabs fell on 


£1 000 if you live for twenty-five years, 


deaf ears in February, 1947, the British Government st nae 
an understandable reluctance to do anything positive about 
Palestine. It has said all al6ng that it will do nothing that could 
efidorse, or even condone, a settlement that was not acceptable 
to both parties. During the Assembly proceedings, its inclina- 
tion to say nothing was strengthened by the accusations of 
“ obstruction ” which were apt to be levelled at any British mis- 
givings by the Zionist bloc. As a consequertce, it was altogether 
too well behaved. It let pass statements that were unrealistic and 
plans that must lead to trouble. It let pass the decision that 
the line of partition should be fixed by five Commissioners 
without commenting that, unless thesé were equipped with a 
neutral force, they would be powerless to cope with dissent. Its 
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acceptance without comment of a plan involving two months’ 
hiatus in security measures for Jerusalem is another piece of 
mistaken silence. But here it is still not too late to mend. 
There is still time for the British Government to speak up. 
For the City of Jerusalem is in’a’class apart from the rest of 
Palestine. Its name means “ City of Peace,” and its Arabic 
name—el’ Quds—* The Sanctuary.” ‘The world is eager to 
recognise this. So are a great many Palestinians, both Jew and 
Arab. The Zionists have already arranged to seat their govern- 
ment elsewhere. Anyone who. has seen’ the city’s splendid 
silhouette must for ever think of it as different in nature 
from all other cities, because it is holy to three great religions. 
It is full of ‘people to whom its political significance is 


completely secondary. Its religious significance is what matters 
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252 
to priests and nuns and seminarists, as well as to rabbi and 
ulema. Here are people who lead dedicated lives and merit the 
world’s consideration. Segondly, large numbers of its inhabi- 
tants want it to be international because they crave for the quiet 
life which they hope an international status will bring. This 
assertion holds good not merely for the religious communities, 
but also for many Jews and Arabs who, on account of their busi- 
ness, or simply of their home life, want an end of insecurity. 
Residents in the proposed zone congratulate themselves on their 
good fortune ; landlords are putting up their rents. Both Jews 
and Arabs outside the zone talk freely of the possibility of 
moving into it. Great numbers would be vastly disappointed 
if international protection in the end were extended only to the 
Old City. Last, but far from least, the original British under- 
taking to “care for” the Holy Places cannot be abandoned, 
as the rest of the mandate has been abandoned, on the ground 
that it has become “ unworkable.” On this score conscience must 
prick now, and not after tragedy has occurred because the Holy 
Places have been abandoned at the centre of a political hubbub. 

These facts are set forth in order to show that countless num- 
bers both outside and inside Palestine—and not only Gentile, 
but Jewish and Arab also—would respect and be thankful to 
Great Britain if it had the moral courage to declare the city 
sacrosanct but endangered, and to state its intention to leave 
a British force to police it up till the day and hour at which the 
new Governor and his neutral police force are installed. Unless 
this is done, or the hiatus is otherwise eliminated, the Uno 
Statute, however good, and the Uno Governor, however bold, 
will find that the situation is already beyond control. 

The danger ahead is that the British Government will join 
its fellows on the Trusteeship Council without admitting this 
salient fact. It will set about the task earnestly enough, and in 
the atmosphere of purpose that can so easily be created by a 
mass of papers ; but it will, in fact, work in vacuo. The papers 
are all ready. They do not name a governor, because none of the 
men whose names have so far been put forward has been ready 
to stand. But they include a complete draft of the statute of the 
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city, This has been prepared by a Trusteeship Council 
party of, six—Australia, Ohina, France, Mexico, the 
States and Britain—and is a good attempt to battle with 
main conundrums, a 
But these questions will be academic unless more is 
is at present being done to keep the city at peace. Some. 
worthy efforts are being made by Britons on the. spot...’ 
are trying to secure from the leaders of all Jerusalem’s. 
religious communities a joint declaration that their people * 
keep the Old City sacrosanct. There has also been a 
the courageous Briton who is Mayor of Jerusalem to recruit, 
run a municipal police force of 300 Jews and 300 Arabs, 
these small efforts, need mighty support if they are cing 
prevent extremists with tommy guns from indiscriminate 
convents and synagogues, churches and mosques as fire Points 
In Britain, only the Archbishop of York, Sir Ronald Stops 
and a leader-writer in the News Chronicle have so far said the 
plans for Jerusalem demand a special effort. That is a poo 
showing for a Christian people. To initiate such an effon 
would earn the British Government respect, including 
respect. Is there no echo today of the sentiments which f 
earlier generations ? The Crusaders felt differently. When it 
first British pilgrim to keep a diary reached the city, “the 
mariners sang the Litany.” But when Robert Curzon — 
in 1838, some inhibitions had set in:— 


The more natural children of the East wept for joy, sali 
in the army of the crusaders, the word Jerusalem! Jerusalém! 
was repeated from mouth to mouth ; but we, who consider gu 
selves civilised and superior beings, repressed our j 
we were above showing that we participated in the feelings ¢ 
our barbarous companions. As for myself, I would have got 
my horse and walked barefoot towards the gate, as some 
if I had dared ; but I was in fear of being laughed at for my 
absurdity, and, therefore, sat fast in my saddle. 


The portrait is tragically true of the leaders of British 1 


in this final year of British responsibility for the peace of th 
city. ; 





The Appointed Day 


T was hardly to be expected that a man of Mr Bevan’s 
temperament would take the opportunity offered by 
the debate on the health service to pour oil on the troubled 
waters between himself: and the British Medical Associa- 
tion. The leaders of the BMA have not minced their words 
when attacking him. Why, Mr Bevan evidently thought, should 
he show any greater restraint ? One only wonders, after read- 
ing his accusations of a “ squalid political conspiracy,” what he 
said to the negotiating committee of the medical profession in 
private if he could thus refer to them in public, 

There is, however, one overriding reason why Mr Bevan 
should have restrained himself. The health service is due to 
start in four and a-half months’ time. It is quite unrealistic of 
the BMA to think that the Government will postpone the 
appointed day because of opposition from the medical profes- 
sion. On July sth, the National Insurance Act, the Industrial 
Injuries Act, the National Assistance Bill and, presumably, the 
Children Bill, will all come into force. The national health 
\service is an essential part of the framework of social security 
,created by all these measures. How could the Government— 
chow could any government—agree to defer it even if the defer- 
;ment would not be regarded as a political victory for the BMA ? 
‘After the personal attacks made on the Minister responsible for 
the health service, such a retréat is quite unlikely. 

Nevertheless, Mr Bevan is clearly going to find it very diffi- 
cult to introduce the health service successfully, even if by July 
sth a large part of the present opposition from the profession 
has disappeared. It is one thing to announce that the health 


service comes into force on that date ; it will be quite another & 
make sure that people will then be able to obtain all the bend 
to which they are entitled. A Minister who has taken on the 
gigantic task of providing 
a comprehensive health service designed to secure impo 

ment in the physical and mental health of the people . . and 

the prevention, diagnosis and treatment of illness ; 
ought to do his best to bring every member of the an 
willingly and gladly into his service instead of forcing 
into it by using the whip of financial insecurity. 

In Monday’s debate, Mr Bevan jeered at the Opposition far 
wanting to play the part of honest broker and to bring about 


a reconciliation between himself and the medical profession ' 
Does he then want the present antagonism to continue after July _ 
sth ? Why, he asked, should he be the one to make more COB 


cessions, when all the concessions that have so far been 


have come from him and not one from the doctors ? is is : 


not true, for at one time the BMA was taking up a firm stand 
on the “ 100 per cent issue ”—whether the health service 

be available to all members of the community or restricted % 
the present insured population and its dependants—and on the 
taking over of the voluntary mere Both these positions wet 
long ago abandoned. toe 


; me 
But it is not concessions that are now wanted so much asa ‘ 







complete change of attitude on both sides. In the debate, 
four main points at issue between them were again 
airing: the abolition of the sale and purchase of pr 


the public service ; the basic salary ; te igh ofa Jc 
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missed from the general practitioner service on the grounds of 
inefficiency to appeal to the courts ; and “ negative direction ”— 
the prohibition, in rare cases, on doctors to take up public prac- 
tice in areas which are considered by the Medical Practices Com- 
mittee to have too many doctors. Nothing new was added to the 
arguments by either side. Mr Bevan showed, more effectively 
than previously, perhaps, the doubtful value in practice of a right 
of appeal to the courts, with all its inevitable publicity. On the 
other hand, when defending the abolition of the sale of practices, 
he and other Labour members ignored the fact that patients 
who are thus “bought and sold like cattle” have a perfect 
right to change their doctor if they do not like him. The case 
against the sale of practices is undoubtedly strong ; it would 
almost inevitably come about in the course of time, But it is 
worth pointing out that the right to change one’s doctor would 
be more endangered by the introduction of the full-time salaried 
medical service beloved of the Labour Party than has ever been 
the case under the sale and purchase of practices. If two doctors 
are earning the same salary, with no incentive to work harder 
and more efficiently, why should one agree to take on more 
patients than the other ? 

Mr Bevan once again affirmed that it is not the Government’s 
intention to extend the basic salary so as to introduce a full-time 
salaried general practitioner service. But he gave no convincing 
explanation, other than the familiar one of administrative diffi- 
culties, why he insists that the basic salary must form part 
of every general practitioner’s remuneration instead of reserving 
it for exceptional cases. Neither his assurance on this point, 
therefore, nor his reiteration that there will be no censorship 
on the publication of articles by doctors, will dispel the 
suspicion in doctors’ minds that they will somehow be fettered 
by the dead hand of Whitehall and victimised if they dare to 
criticise authority. Modern medicine ought to rely, as Socialist 
doctors love to point out, on teamwork, on co-operation between 
its different branches. But more, perhaps, than any other pro- 
fession, medicine has also needed its rebels, and it is the rebel, 
the individualist, the unorthodox, so heartily disliked by the 
Labour movement, who sees his position threatened today. 

The three main issues, together with “ negative direction,” 
which seems to be making an unobtrusive exit from the BMA’s 
propaganda, concern general practitioners only. Why, therefore, 
has there been such a hardening of opinion among specialists 
and consultants, to whom Mr Bevan has indeed made great 
concessions in the matter of private wards in the hospitals, if 
there were not this indefinable fear that the Labour movement, 
as a whole, has scant respect for the standards and traditions of 
the liberal professions ? The Opposition speakers were, there- 
fore, right to concentrate on this deep-seated hostility of the 
medical profession to Mr Bevan rather than to argue at length 
the rights and wrongs of the four main issues—on which, indeed, 
if they had been in power, their attitude, except in the case of 
the basic salary, would probably have been much the same as 
Mr Bevan’s. 

In thus playing the part of honest broker, the Opposition was 
also more realist than’ he. Mr Butler, its chief spokesman, 
referred to the Education Act for which he was responsible. In 
Practice, that Act is still far from achieving its great promise. 
State education, taken as a whole, still tends to have a utility 
label attached to it. Yet Mr Butler and his successors have the 
mestimable advantage that they secured the goodwill and co- 
Operation of the teaching profession before the Act came into 
force, so that there remains hope that state education will one 
day hold its own with that provided by the independent schools, 
Whatever happens as a result of the doctors’ plebiscite, unless 
there is a radical change of attitude on the part of Mr Bevan 
and the profession, there will be no goodwill to help the health 
Service over its inevitable first obstacles. pty 

From July 5th, the public will expect—or at least be entitled 
to—free hospital and ‘consultant treatment when they need 
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it. There is still a shortage of 40,000 nurses to staff the hospital’ 
beds, even today when patients have to pay for part of their, 
maintenance. Over the country as a whole, there is a great 
shortage of consultants and specialists, and those that are avail- 
able still do not know what their remuneration will be in the 
new service—even if no other considerations were holding them 
back. The dentists are up in arms against Mr Bevan, and even 
if there were enough dentists and opticians to staff the service, 
there is likely to be a big shortage of dentures and spectacles, 
as well as of other medical and surgical appliances, once people 
are entitled to them free of charge. How far they will be from 
realising their expectations of the domiciliary and environmental 
health services to be provided by the local health authorities is 
apparent from the London County Council’s scheme which lists 
the shortages of staff under each head. 

Some ninety-five per cent of the population, it is officially 
estimated, will also expect free treatment from the general prac- 
titioners of their choice, of a standard as high as if they paid for 
it privately. If 17,000 to 18,000 doctors elect to serve them— 
that would give an average of about 2,500 patients a doctor—the 
doctors would still have their work cut out to provide treatment 
up to the best standards of private practice. In present panel 
practice, five to six items of service are provided each year for 
each panel patient, and the number is increasing. 

Mr Bevan will introduce his service on the appointed day, 
whether 18,000 general practitioners. elect to join it or, as the 
BMA is hoping, less than 8,000 ; those doctors who do not 
join will forfeit their claim to compensation for the loss of good- 
will in their practices. But the Minister must realise that the 
less co-operation he evokes, the greater will be the gulf between 
the service actually provided and the ideal contemplated in the 
Act and the more private practice will flourish. There was once 
an occasion, soon after he became Minister of Health, when—it 
seems hardly credible now—he won applause from the British 
Medical Association for his attitude towards the proposed 
health service. Can he not recapture that atmosphere and once 
again exhibit the sweet reasonableness he showed during the pas- 
sage of the National Health Service Act through Parliament ? 
He would be right to retort that the leaders of the BMA should 
also show some concessions to common sense and goodwill. 
Their intransigence is no less marked than his own. But it is on 
his shoulders that most of the blame will fall if, after the 
appointed day, the national health service founders in unwilling- 
ness, inefficiency and distrust. 
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The Middle Class—lill 


(By a Correspondent) i 


HERE are two reasons why the professional middie class 
ought to play the dominant role in shaping the policies 
of the parties, instead of being, as it is in Britain today, the 
disregarded element of the democratic process. The first 
reason is that the activities of the state are becoming increas- 
ingly technical and complex. Politics may still be a game for 
amateurs ; but policy is now a matter for the skilled professional. 
Unassisted common sense can set limits, lay down general direc- 
tions and judge results. But it cannot superintend the details ; 
indeed, it often cannot understand them. The technician, the 
expert, the professional has become indispensable. He will, of 
course, be willing, i in large numbers, to serve one of the existing 
political parties ; the loyalty and discretion of the Civil Service 
(itself becoming increasingly professional and expert) are still 
beyond dispute. But a relation between political chief and 
expert adviser in which the minds are constantly working on 
different levels, in which policies conceived by the expert are 
rejected by political timidity, and in which the “ mandate of 
the people ” is sought and won for programmes that have little 
relevance to the realities of the country’s needs—such a relation 
is not likely to be very fruitful. For the parliamentary 
system to work in the complicated conditions of the twentieth 
century, it is necessary for mutual confidence and respect to 
exist—as they used to—between the parliamentary politician 
and the departmental administrator. This can only be done if 
the professional man and woman—the economist, the sociologist, 
the political scientist—come to occupy a more trusted position 
than he does today either in the party of the trade unionist or in 
that of the business man. 

The second reason for wishing that the middle class had 
more than its numerical weight in British politics—instead of 
less, as at present—is that there is very little hope otherwise for 
the emergence of that policy of social and economic regenera- 
tion for which everybody in this country is groping, but which 
neither major party is finding. The justification of this other- 
wise rather sweeping statement can be found in the nature of 
the economic and social problem that policy in Britain has to 
solve. It is a commonplace nowadays to say that any effective 
policy must have in it elements both of freedom and of order, 
of untrammelled enterprise and of collective planning. Very 
few people nowadays would hold that laisser faire could solve 
the economic problems of the British community, let alone 
resolve its social conflicts. And the glimpse that recent. years 
have revealed of the all-planned state has been enough to give 
all but a tiny minority the creeps. There would be an over- 
whelming majority of agreement for the Middle Way. 

But it matters enormously how freedom and order are com- 
bined. Far too many people seem to accept the view that to 
have one party committed to one principle and another com- 
mitted to the other, and to let them take turn and turn about in 
office, will produce a satisfactory compromise. Labour should 


first go as far as it dares in nationalisation, and then the Con- 


servatives should go as far as they dare in decontrol. . And the 
more moderate each party is—that is, the more tepidly it agrees 
with its own principles—the better for everybody. This 
formula may have worked well enough in past centuries, when 
the conflicts were on the political plane and technically simple. 
But, if it is further pursued in this era of social and economic 
engineering, the results are likely to be disastrous. If freedom 
and order are to be successfully combined, they must not simply 
be watered down together. The planning, if it is to be success- 
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eh 
ful, must be bold and forehanded, applied to realities not 
empty symbols. And free enterprise, if it is to play its y 
must have its cutting edge resharpened. Anyone who 

to see the results of letting the two principles singly offset a 
other, instead of thinking out how they can be meshed together, 
has only to look at the frustrations of the present day. No 
society or economy will work without motive power, and # 
present the alternative motive powers—the incentive @ 
individual profit and the incentive of collective welfare—ug 
up more of their strength in putting the brake on each other 
than in moving the community along its road. 

The task is, then, to take off the brakes and to seek means ? 
which the different motive powers can each be applied to 
own axle. And for this something much more positive is 
than the alternating pressure of blind interests, rood 
requiring much more professional technique and obj 
It requires above all two qualities, those which M. Paul Reynaud 
once described as la lucidité et Paudace—clear thinking and 
moral courage. The clear thinking must obviously be expert 
thinking ; ; it cannot be derived from a Gallup Poll. To say 
this is not to turn the back on democratic principles—not, at 
least, as they are practised in Britain. The British principle js 
that the people should pronounce upon the results, and_ that 
should be as true in the future as in the past ; there is no more 
room in a democracy for the dictatorship of the expert than 
for the dictatorship of anybody else. But it is essential that 
at least one of the alternatives that is laid before the public 
should be the fruit of consistent thought, of careful investiga 
tion and of scientific impartiality in experiment. The 
courage that is required is the courage to follow the log 
wherever it leads, no matter what interests are affronted in the 
process. A party that tried to base its policies upon these 
principles could not expect to be in power all the time. Bae 
could make real progress when it was, 

It is becoming painfully clear that neither of the two csialie 
major parties is likely to provide the clear thinking and the 
moral courage that is.necessary for such an approach to policy, 
Until quite recently, many people clung to the belief—though 
even then it was rather against the evidence—that the Labour 
Party might have these qualities. It has always had in its ranks 
a fair proportion of very articulate “ intellectuals,” and it has 
shown great tenacity of attachment to an abstract idea. But 
it is really not possible to entertain this hope any longer. The 
intellectuals have their way in the Labour Party only so long 
as there is no interest of the trade unions to the contrary. Tht 


average quality of the personnel of the Labour Government, [ 
judged either by its capacity for clear thought or by its mond” 


courage, is not high. There is no particular reason to rank 
Mr Attlee’s Government below others of recent years ; but 
there is no reason at all to rank it higher. The Tories have 
recently been talking much more reasonably ; but the dix 
appointment of the high hopes that were put in the Labour 
Party ought to be sufficient warning to judge parties not by 
how they talk when in opposition but by how they act when 
in power. The names of Baldwin and Chamberlain wet 
hardly synonymous with clear thinking and courage in facing 


unpleasant facts. If the Conservatives are to be judged by tt 


last time they were in power in time of peace, the verdict m 
be that they were as solicitous for the protection of 


patie s8 roe: see Lipcietaeatietinns toe econ al ' 
Nor is this double failure an accident ; it lies in the nature 
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of the two parties. For however much they may protest against 
the verdict, they are both from their composition bound to be 
ies of vested interests. The Labour Party cannot escape 
from the trade unions. And though one section of the Con- 
servative party is trying to assert its independence of Big Busi- 
ness, it is from business that Lord Woolton’s Fighting Fund is 
being solicited and it is in the directorships of business that 
Conservative politicians find their incomes while they are in 
ition. 

Both parties, in fact, are hopelessly handicapped. A policy 
combining responsibility, purpose and freedom requires, far 
more than either the old laisser-faire dispensation or the steam- 


NOTES OF 


Big Thoughts and Little Treaties 


It is not at all surprising that the Benelux governments have 
looked sceptically at the Anglo-French proposals for extending to 
them the Dunkirk Treaty of last March. When that rather 
hurriedly prepared document was signed, there were still hopes 
that some stuffing might be put into the Anglo-Soviet treaty of 
alliance, and that the Foreign Ministers would agree about 
Germany. The Truman Doctrine had not been born and the 
Marshall Plan was not even conceived. Events have moved so 
fast in eleven months that the Dunkirk Treaty is now inadequate, 
whether as a guarantee of security or as an instrument of economic 
co-operation. To suggest its extension to the Low Countries as 
one of the first steps in a new British policy shows lack of imagina- 
tion ; it also shows distressing readiness to abandon Mr Bevin’s 
fresh and bold approach for what looks like a chat between neigh- 
bours about sharing a dog to keep off a burglar who is still in 


For what does the Dunkirk Treaty really amount to? To an 
undertaking that the British and French will consult and act 
together against any aggression, or threat of aggressive action, by 
Germany, and that they will be in “constant consultation” about 
their economic relations. Compared with the nineteen wider and 
more solid pacts that bind the neighbours of eastern Europe, 
this looks rather lean. For instance, the Czech treaty with the 
Russians, signed during the war—December, 1943—provides 
mutual assistance not only against German aggression but for 
hostilities with “any other state uniting with Germany, directly 
or in any other form.” Similar terms appear in the more recent 
Czech-Polish treaty of March, 1947; and in the Rumanian- 
Bulgarian treaty of last month the governments declared them- 
selves joined together against “ war mongers.” 

It is certainly no part of Mr Bevin’s intention to take models 
for western union from Eastern Europe, where kindred souls are 
knit together on a very tight thread. But there is much to be 
said now—which could not be said a year ago—for breaking away 
from such brief, old-fashioned arrangements as the i 
Treaty, towards more ample regional arrangements of the kind 
permitted by the United Nations Charter. This is one reason 
why the Benelux governments have indicated that they are more 
interested in the model provided by the Inter-American Treaty 
of Reciprocal Assistance than in the Dunkirk pact. 


* * * 


Alternative to Dunkirk 


The Inter-American Treaty, signed last September, embraces 
an area which includes the whole of North and South America 
from Antarctica to Alaska and Greenland, with large slices of the 
Pacific and Atlantic Oceans. It gives a statement of common ideas 
and objectives; it provides for peaceful settlement of disputes 

een its signatories before reference is made to Uno ; it defines 
an attack against any American state as an “ attack against all 
American states”; it allows for consultation’ and self-defence 
during the time when the Security Council is taking measures 
to maintain peace; and it recognises the right of Uno to be 
informed about all action taken for self-defence under Articles 51 
and 54 of the Charter. 

Associations of this kind for mutual assistance-one hardly 

ares breathe the words collective security—can be, broader and 
deeper than old-fashioned alliances, Drawn up as regional agree- 
Ments within the limits of the Uno Charter, they need be in no 
Way offensive to non-participants in other regions. They would 
command. the loyalty of many who think twice ab 
accepting military service to honour the obligations of simple 
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roller totalitarianism of Right of Left, the most delicate ‘skill 
im management, both in the planning itself and in the adminis- 
tration of the frontier between the controlled and the uncon- 
trolled? Both Labour and Conservatives can hire skilled 
managers—and can be counted on to paralyse them with political 
directives which frustrate purpose or nullify freedom. So long 
as the managers, the professional class, are merely instrumental 
in putting badly conceived plans into practice, their specific 
qualities will be wasted. And waste will continue until they 
are given a role in the framing, as well as in the application, 


of policy. 
(To be concluded) 


THE WEEK 


alliances. And, in the long run, they provide the only kind of 
security Organisation within which Britain can reconcile the claims 
of neighbours in Europe and kinsmen in the Commonwealth: 

Moreover, any future association of Western Europe will not 
work economically unless Germans play their part ; and to make 
its first political instrument a series of treaties specifically directed 
against future German aggression is to provoke bitter misunder- 
standing from the outset. Neither in name nor in content is the 
Dunkirk pact a good enough political basis for Mr Bevin to build 
on, 


* * x 


Progress at Brussels 


Last week in Brussels the Study Group on Customs Union, 
established last year at the Paris Conference, came together in 
an atmosphere of far greater activity and optimism than was 
apparent at the previous reunion in November. Since then 
customs unions have come in for a sudden wave of publicity 
and popularity. At that time only the three countries of the 
Benelux Union were doggedly advancing towards a common tariff 
(introduced on January 1st), but in the intervening months a mixed 
commission set up by the French and Italian Governments has 
examined the possibility of a Customs Union, and has reported 
that no major obstacles appear to stand in its way provided the 
stages of economic union are attained progressively. The Scan- 
dinavian countries are also making tentative steps in the same 
direction. ‘They have (with the exception of Iceland) appointed 
delegates to a mixed commission to inquire into the possibilities 
of a Scandinavian Union. 

The Study Group itself could not do much more than tackle 
the immense technical difficulties which stand in the way of a 
general customs union embracing all Western Europe. The first 
step is to ensure that the negotiating nations use the same terms 
when comparing their different tariff structures. Another difficulty 
is to determine whether specific or ad valorem duties shall be 
used as the basis for comparing tariffs, and how the one should be 
expressed in terms of the other. Further difficulties have to be 
cleared up in establishing average tariffs and deciding the best 
methods of doing so. It was decided at Brussels that an office 
representing tariff experts from the different countries should be 
set up—in Brussels—to work out these and other technical 
difficulties, 

The Brussels Conference was not content to leave the question 
at a technical level. The delegates realised that the economic 
consequences of union for the countries concerned are likely to 
cause far more controversy and difficulty than mere technical 
problems. They therefore set up an economic committee to go 
into the question of the proposed union’s wider repercussions. 
This body will meet in Rome on February 25th, and will report 
to a third conference of the Customs Union’s Study Group to be 
held in March. 

This new economic committee is likely to find itself faced, 
from the beginning of its deliberations; with the fundamental 
problem of western association, economic or political, the 
problem of sovereignty. The Benelux Uniorr has already reached 
the point at which further advance is impossible without much 
more far-reaching integration of the two economies. It will not 
be long before an examination of a wider West European Customs 
Union reaches the same point. But are the nations of Western 
Europe prepared for this difficulty ? They ask: “What is behind 
Mr Bevin’s speech ?” A more salutary question might be> “ What 
concrete diminutions of ‘sovereignty would we, as separate, 
national communities, be prepared to accept?” nly 
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Stimulating the Phagocytes 


Neither Transport House nor King Street can be 
wholly elated with the first fruits of Mr Morgan Phillips’s 
paign to oust the Communists from their positions in the 
unions, though both sides are claiming successes. On balance, 
the Communists, it seems, have slightly lost ground, though there 
has been no sign of any clean sweep on the scale hoped for by 
the Labour Party. In the biggest unions, where Communist influ- 
ence was strongest, such as the miners and the transport workers, 
they have suffered a slight setback, The Communists now have 
8 seats out of 38 on the Council of the Transport and General 
Workers, instead of the 9 out of 34 they held previously. Only 
in the London area have the Communists maintained any substan- 
tial hold, but the fact that only 25 per cent of the London member- 
ship voted at all in the recent elections suggests that there is 
considerable apathy among the rank and file. The Communists 
are strongly represented on the National Union of Mineworkers 
through Mr Arthur Horner, and though they Jost a seat on the 
Executive with the defeat of Mr James Hammond in Lancashire, 
they still hold leading positions in Wales and Scotland. 

The strength of Communist influence, however, is still greatest 
in the engineers’ union and in the electrical trade union, which 
recently elected a Communist as secretary. The party has made 
no headway in agriculture, nor in any of the multifarious textile 
trade unions, while in the clothing workers’ union, where there 
is a fairly strong Communist element, the recent election for 
general secretary produced an overwhelming majority for the 
anti-Communist candidate. The test case may come in the civil 
service unions. An unofficial anti-Communist “conference cam- 
paign committee,” largely inspired by Mr George Gibson’s anti- 
Communist crusade in the Sunday Times, is busily “ boring from 
without ” to rid the Executive of the Civil Service Clerical Asso- 
ciation of its Communist domination, and its success or failure will 
be apparent at the Association’s conference before Whitsun. The 
Communists both within and without the trade union movement 
can be expected to make the most of the growing opposition to 
the Government’s wages policy, and thereby to retrieve some of 
the popularity they have recently forfeited. They are particularly 
strong among the shop stewards. ‘Their influence operated in a 
positive direction after Hitler’s attack on Russia, when maximum 
production was the party line. Now, however, this machinery 
will no doubt go into reverse, and widespread industrial trouble 
may be fomented in the workshops if the White Paper principles 
are strictly applied. There is thus a stronger need than ever. for 
stimulating the phagocytes. The only way of resisting Com- 
munist invasion is to get rid of the apathy among the rank and 
file of union members, to which, incidentally, Cardinal Griffin 
drew attention in his Pastoral Letter for Lent. 


ig: 


* x * 


Can the WFTU be Saved ? 


The life of the World Federation of Trade Unions now seems 
to be drawing, not altogether peacefully, to its close. The end 
has been brought nearer by M. SailJant’s somewhat curt rejection 
of the TUC’s ultimatum that, unless a date for a meeting to 
discuss American aid were fixed by mid-February, the British 
would consider themselves at liberty to initiate or participate in 
a conference of the trade union movements which are prepared 
to co-operate in the Marshall Plan. Leaders of the American 
Congress of Industrial Organ'sations, now in London, have made 
an eleventh hour appeal to Mr Kuznetsov, Soviet trade union 
leader, to meet them in an attempt to save the Federation, but 
it seems most unlikely that there will be any reply. Although 
the initiative for raising the question of the Marshall Plan 
on the WFTU agenda originally came from the CIO, it is 
improbable that they would act as sponsors of a special Marshall 
conference, for the simple reason that any move for self-help 
should come from the European nations themselves. .The same 
argument, applies to the American Federation of Labor, which, 
however, would certainly participate in the conference. 

No further developments from the British end can be ed 
until the next meeting of the General Council of the TUC, but 
as this has now been brought forward a week to enable.a speedy 
discussion on the wages White Paper, an early decision on the 
international. situation may be expected. To judge from the 
tone of Mr Arthur Deakin’s statement last weekend, and from an 
article by Mr Tewson in the current issue of Labour, the TUC 
is obviously prepared.to be tough. Mr Tewson repeats the 
confirmed opinion of the General. Council that American aid 
ghould be discussed by the WFTU and denies the allegations 
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that by pressing for this, the British have been sabotaging inter, 
national trade union unity. sad cae 
The Council have been patient—perhaps too patient—in ies 
on the mischief makers. But it is as well to warn those c 
that if the silence of the British trade union movement 
vilification they have tolerated for many months past is r 
as a sign of weakness, a great mistake is being made, te 
A final and formal breakdown may be postponed until the. 
September congress, but unless there is some miraculous cha 
of heart among the Russians, the inevitable consequence woy 
seem to be the establishment of two rival organisations, as at 
end of the last war, repeating on an international scale the tion 
in France. There may be a split in the ranks of the CIO, with 
the Communist minority breaking away, but there are as yet; 
signs of a permanent rapprochement between the CIO and 
AFL, although these two bodies would obviously work more 
closely together on the international side. 


&; 







* * * 


Public Accountability ae 


An interesting three-cornered argument took place in the 

House of Commons last week between Mr Morrison, Mr Ch 
and the Speaker on the now thorny subject of the embargo og 
questions to Ministers about nationalised industries. The issue 
is a difficult one. There is no clear line of division between those 
questions which Ministers should or should not answer. On the 
one hand there are innumerable detailed matters. which it 
be entirely wrong for the Minister to answer or to interfere with; 
on the other there are major questions of principle and policy for 
which Ministers must be directly answerable. The trouble is the 
breadth of the no man’s land between. How is Parliament t 
find out about the important things without opening the door 
the stultifying effects which the threat of Parliamentary questions 
exerts Over government departments ? al 

So far Ministers have been getting it all their own way. T 
principle of non-interference having been accepted, a large number 
of questions is being rejected by the Speaker on the ground that 
they do not involve “ Ministerial responsibility.” The most gure 
prising feature of the Speaker’s statement was the admission ie 
when he is in doubt about the question of responsibility he rim 
up the Ministry concerned to ask them. Thus it is possible fe 
the Ministers of Transport and Fuel and Power to avoid a question 
ever appearing on the Order paper at all merely by disowning 
responsibility. Under the existing procedure the difficulty of the 
Speaker is obvious. He cannot know about the detailed lines of 
demarcation between Ministry and public board. But — 
ought the Minister to decide: it makes evasion too easy. It 
quite another maiter if the question is actually put at Question 
Time and the Minister openly refuses to answer: the public 
opinion of the House will prevent any serious abuse. if 

The issue, however, goes deeper than the details of parlia 
mentary procedure, Having very properly established the preoe 
dent against daily parliamentary interference, the Government 
have not revealed how they propose to avoid the opposite dilemma 
of making the nationalised boards into citadels of monopoly # 
secret as any of the castles of capitalism. There is to be a lea 
debate each year when the Coal Board presents its annual repot 
and accounts—apparently to be of the greatest detail—but 
a two-day debate can only cover matters of general interest 
What about the details ? —The Government refused to incorporate 
investigations by the Public Accounts Committee into the Act, bul 
it is understood that such procedure is in fact being considere 
The precedents set for the Coal Board ate applicable to alf 
new boards, and it is vital that the Government should decide 
quickly what is to be done, if possible with the concurrence @ 
the Opposition. And if such investigations are to get anywhett 
members of the boards should appear in person and not be repre 
sented by officials of their parent ministry. But the Publit 
Accounts Committee can only shut the stable door after the horse 
has escaped. It is essential that some method be devised of 
sifting questions, to ensure that those relevant to matters of public 
policy are put and answered. : 2a 


cape Di bas a 
Neighbours in Africa 8 At 


Before the war the Powers that share the continent of Aff 
were about as neighbourly as of a large 







of flats. Shortage of food and the alarums of the time ii 


dispersed much of this aloofness. Within the last nine mon 
British, French, Belgians and Portuguese have dist 
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number of common problems: nutrition, forestry, soil conserva- 
tion, action against the tsetse fly and more general administrative 
problems have been. the subject of conferences in. Paris, London, 
and in Africa itself. Less formal contacts between 
officials in the adjoining territories have also been encouraged. 

It is still a long step from these consultations to the kind of 
economic co-operation in the colonies which was visualised in 
the Paris discussions on Marshall aid, or towards the broader 
vistas presented in Mr Bevin’s “ Western union” speech. It is 
doubtful, for example, whether either Government can yet pro- 
vide a full survey of the raw materials and food which long- 
term schemes of development might draw from Africa, and it 
is already evident that any quick benefits from such schemes 
are out of the question. 

The basic problem, for the French as for the British, is their 
limited ability to perform, out of their present capital and pro- 
ductive resources, the pioneer role which circumstances are thrust- 
ing on them. Capital equipment for Africa cannot be provided 
at short notice without American help; communications need 
extensive improvement; the native labour force is unskilled, 
scattered and uncertain in quality ; and the effects on native policy 
of big schemes have yet to be faced. Already protests from 
African political groups are reaching London complaining of 
what they call the “ super-exploitation ” implied by the Westerners’ 
“ Africa fever.” They also give voice to the fear that is in the 
mind of every primary producer—the fear that Europe’s desperate 
effort to find new sources of food and raw materials may create 
the conditions fer a future glut. 


x _* * 


Mr Marquand’s Tour 


It is to be hoped that the newspaper accounts of Mr 
Marquand’s streamlined tour through East Africa belie the real 
impressions he has gained from it. Judged by the stories that 
have appeared, he seems to have fallen into the current popular 
belief that the development of the African dependencies will 
solve Great Britain’s economic and financial difficulties. Tangan- 
yika’s sisal, diamonds, lead, groundnuts—he lists them all as 
being of great importance to Britain’s supplies of food and raw 
materials or as dollar earners on a large scale. 

Obviously all this is true—in the long run and if other things 
remain equal. But why does Mr Marquand apparently ignore, 
at least in public, the tremendous difficulties in the way of ex- 
ploiting African raw materials? What is the use of Britain’s 
sending out capital equipment, that can ill be spared, to develop 
the lead mines at Mpanda, if there is no labour to work them 
and no transport to move the lead once it has been obtained? 
The development of the African colonies, and of Britain’s other 
colonies, is a slow, long-term process. Its main object, and its 
main justification in view of this country’s present economic 
plight, is that the British people are pledged to raise colonial 
standards of living. Responsibility for it belongs to the Secretary 
of State for the Colonies, and tours like that of the Paymaster- 
General, which foster the far too prevalent belief that Africa can 
provide a short cut out of Britain’s balance of payment difficulties, 
do more harm than good. ; 


* x x 


Friction in the Arab League 


The muddle and short. sight that have lately ruled in the 
Lebanon’s financial affairs have been increased by this week’s 
decision to cut long standing economic and financial links with 
Syria. The two countries should, for maximum prosperity, be 
Siamese twins. The immediate cause of their rupture is the 
difference in the views they take of their financial relations with 
France. Their currency is backed in Paris ; their bank of issue, 
the Banque de Syrie et du Liban, is French. The Lebanese are 
prepared to go on Jeaning on this body; the Syrians are not. 
The Syrians are, in the long run, in the stronger position of the 
two countries because they possess what is, potentially, a more 
self-sufficient economic structure. Further, they now feel for 
the French a hatred which many Lebanese do not share. It is 
still impolitic—it was in 1946 impossible—to talk French in the 
Streets of Damascus, whereas in Beirut even the urchin selling 
Spearmint answers to it. 

Up to this month, the two states, though politically separate, 
have maintained old intéréts communs in the shape of currency 
(their notes are interchangeable), customs and a railway. They 
shared in agreed percentages their revenue from customs and 
excise, and their Hard Currency allocation, But the joint arrange- 
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ment-has beem uneasy. Irhas been undermined on the one hand 
by the Syrian impulse to protect nascent industries, and on the 
other by the instinct of sons-of-Phoenicians in. the Lebanon to live 
on quick turnovers and freer trade. As against these conflicting 
impulses, there exists the indisputable fact that the Lebanon lives 
on. Syrian wheat and on the traffic through to the hinterland ; 
while Syria, in the present state-of its price structure, finds; in the 
Lebanon a market for products it could sell nowhere ¢lse at 


present quotations. 
* + 


Rake’s Progress in the Lebanon 


. But is the Lebanon, in particular, in any position to cut the 
painter? Typical of the financial confusion that can arise 
there was the extraordinary scene on February 3rd when, 
following an announcement (by radio only) that that very day from 
8 a.m, to 4 p.m. was the only moment at which to change Syrian 
pounds in local hands for Lebanese pounds, the government 
created a madhouse round all branches of the Banque de Syrie. 
Its. 1947 budget was balanced on paper at {Leb.58 million, but 
expenditure had by the autumn topped the 100 million mark, 
chiefly on account of outlay on the army and on diplomatic repre- 
sentation. Its 1948 budget is also balanced, on paper, at {Leb.63 
million, But how can the balance be struck ? The local disparity 
between imports and exports is ever increasing. A fatally short- 
sighted expenditure of vast wartime profits has filled the shops 
with frigidaires, vacuum cleaners and enough tooth . brushes 
to supply all tooth cleaners in the whole Middle East for a decade. 
Meanwhile sales are falling because—to give but one example— 
Lebanese. lemons this year cost 60 per cent more than: Sicilian 
lemons. 

Nor does the government, despite its majority, seem capable 
of taking the situation in hand. Not one of its members thinks 
beyond quick returns on merchandise. They live from hand to 
mouth, They allocate hard currencies and import licences to 
their friends, They pay out so much to these and so. little to 
their departments that many civil servants have to find another 
job in the afternoons, Here is the country which, if well run, 
and on good economic terms with Syria, could be a second 
Switzerland. But it is galloping in the opposite direction. All 
thinking Lebanese are deeply disturbed, but seem capable of 
nothing but denunciations. So are all thinking Arabs, for if 
the Syro-Lebanese quarrel develops, what prospect is there of 
consolidating the Arab League ? 


x a * 


Police Inquiry Postponed 


The Government have shown themselves singularly insensi- 
tive to the urgency of public needs in their handling of Lord 
Trenchard’s demand for an inquiry into conditions in the police 
force. It is true that they have agreed to set up a committee of 
inquiry, but that is not to be constituted until the beginning of 
next year. And yet the case for immediate action is overwhelming. 
The Metropolitan police force is still about 25 per cent under 
strength, and the number of postwar recruits who have left the 
service, tempted no doubt by brighter prospects in period of 
over full employment, is more than disquieting. As the Lord 
Chancellor himself admitted, the facts are pretty grim, particularly 
in view of the dangerous increase in crime. Why, then, this wholly 
unaccountable delay ? The inquiry, to which the Government 
have committed themselve somewhat half-heartedly, is bound to 
take considerable time once the Committee has been set up, which 
means that action of any kind must be delayed for something like 
two years. 

It is extremely doubtful if the Lord Chancellor’s suggestion 
that men are leaving the police force in large numbers because 
of the absence of suitable accommodation is of any weight. 
Housing in London is short whatever career a man chooses to 
enter. There are two far more significant reasons for the small 
numbers recruited and the large numbers who have been leaving 
after their first year of service. The first is the relatively low 
rate of pay at entry compared to other openings. The police was 
once an attractive career financially : it is sono longer. The second 
reason is the poor prospects of promotion for the able young man. 
The Hendon Police College may have had its faults, but at least 
it attracted good men, and the violent prejudices it at first aroused 
were lying down. The new system goes to the other extreme. 
Men are not to be picked for special training until they are well 
on in their thirties or even older. No ambitious young man is 
going to kick his heels for ten years at a low rate of pay for so 
late a chante of i sMiea, 
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This is no time to acqtiesce in Gilbert's refrain that “a 
policeman’s lot is not a happy one.”" The’ first duty of a Govern- 
ment is to ensure the mainténance Of law and’ order.” However 
urgent ‘the’ manpowe?’ shortage, the adequate maintenance of the 
police forces of the couritry ‘is the top pridrity—a ‘priority ‘far 
higher than the nationalisation of industries. “It is therefore gréatly 
10 be hoped ‘that the Government will reconsider their decisi 
to postpone this very necessary” inquiry. , 


* * * 
Civil Service Salaries 


The appointment last week by the Chancellor of the 
Exchequer of a committee to advise him on the remuneration of 
the higher grades of the Civil Service will generally be welcomed. 
both on account of its composition—the members are Lord Chorley 
(chairman), Lord Layton, Sir Frederick Bain, Sir Hector 
Hetherington and Mr George Gibson—and also because the 
subject needs careful independent investigation. Since the war, 
the different elements in the higher ranks of the service, administra- 
tive, professional, scientific and technical, have largely increased 
in complexity, and the business of arriving at fair scales of 
remuneration for each category both relatively to the others and to 
related classes in the outside world is a matter of some urgency. 
Now. though it is easy enough to cry out against the monstrous and 
growing hoards of overpaid bureaucrats, there are probably very 
few people acquainted with the facts who would regard the remu- 
neration of the top ranks in the Civil Service as excessive. Indeed, 
it might come almost as a shock to those accustomed to thinking in 
terms of the remuneration of big business executives to realise 
that the head of the Civil Service, the Secretary of the Treasury, 
is paid no more than £3,750 a year, and that he does not enjoy 
in addition a large tax free expenses allowance. Not only are the 
salaries small compared with those normally paid to the higher 
business executives in private industry, but they compare dis- 
tinctly unfavourably with those provisionally fixed for the 
executives of nationalised industries. 

In late Victorian times and even at the beginning of the 
present century it was usual to justify the comparatively small 
salaries paid to the higher civil servants on the grounds of their 
absolute security of tenure and the pension rights that they 
enjoyed. But since then the responsibilities of Government 
administration have been enormously increased, while at the same 
time, with the growth of big business, the degree of security 
enjoyed by business executives has become much greater and the 
pension arrangements of the more progressive firms much more 
generous—to say nothing of the standards in these matters which 
are now being evolved in the nationalised industries. It is 
essenual, therefore, that in the years to come the Civil Service 
should be pui in a position to compete on reasonable terms for 
brains and enterprise with the professions and the industrial and 
business world. That does not mean that it should offer glittering 
prizes in profusion, but it may well mean some advance in the 
remuneration offered today. There is nothing inconsistent in this 
admission with the general recognition of the need for limiting 
personal incomes as a means of combating inflation, for the total 
number of persons involved is yery small. In these circumstances 
the Chancellor has done well to seek the advice of an impartial 
body, the balance of whose judgment is not likely to be disturbed 
by the immediate urgencies of the present crisis. 


= * * 


The Theatre in Conference 


When, for four days last week, representatives of a great 
variety of interests in the British theatre met to consider their 
calling, the conference did not prove to be as representative as 
its conveners had first hoped. The National Theatre Committee, 
representing the Theatre Managers’ Association for the provinces 
and the West End Managers’ Association for London, refused to 
take part. They believed that the voting system had been weighted 
against the big commercial interests‘and in favour of smal] and 
to them suspect groups such as Unity Theatre. In a word, they 
believed the whole thing to be a “ Left Wing ramp” designed to 
discredit them and to get Government support for the nationalisa- 
tion of the theatre. 

They need have had no fears. The tone of the conference was 
solid, serious, responsible and on the whole non-political. It was 
soon apparent that the chief desire of the delegates was to clear 
up difficulties and anomalies in their profession and to exchange 
ideas on the best methods of doing so. The resolutions passed 
were practical and, with one or two minor exceptions, very reason- 
able. The conference asked for a lifting of the present burden of 
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the entertainment tax which falls on new ‘ventures and’ @g 
favourites alike and has become a major problem in sp cadir 
capital costs of new plays. They made suggestions on the improves 
ment of working conditions in theatres. They made a pleating 
how many would écho it!—for an improvement in the standards 
of British variety, They asked that drama should receive. mote 
attention at the universities and in education generally. And, 
far’ from proposing drastic schemes of nationalisation, they-‘sug. 
gested simply that the Arts Council should be strengthened ang 
thata Working Party for the theatre should be setup. © 1 
If after this demonstration of . moderation some m 
managers still maintained their reservations, Sir Stafford Cripps 
spoke at the final session as though to dispel their last doubts. He 
pointed to the dangers of state intervention im matters of culture 
andiaffirmed his belief that, in the Arts Council, the British peop 
had evolved an instrument not of deadening control but of wis 
and far-sighted patronage. He pledged further financial s 
to the Arts Council and gave a most welcome hint that the builg 
ing of a National Theatre in London was something he looked 
forward to with the coming of better times. A useful and sensible 
conference could not have had a more fitting epilogue. nD 








* * * 


De Valera’s New Hand 


With five results still to be announced, it is obvious that 
Eire’s general election has created more problems than it ‘has 
solved. Mr de Valera’s party Fianna Fail has probably 68 seats, 
Fine Gael, the main opposition party, which was expected to lose 
the bulk of its support to Fianna Fail, has in fact held its own. 
The dark horse, Clann na Poblachta, which under Mr MacBride 
was thought likely to gather unto itself all the forces of social 
unrest in the country, won only ten of the 93 seats which it con 
tested. Thus the party balance among the Dail’s 147 members 
will be an extremely delicate one. Mr de Valera, with the support 
on most issues of four dissident labour deputies and two or three 
independents, can command between 71 and 76 votes, giving him 
at the higher figure a fractional superiority over all other parties, 
There will be an exciting tussle when the Dail meets on February 
18th to elect a Taoiseach or leader and it is possible that Mr de 
Valera might be just defeated by some special combination, on 
if he is not the Dail will be at the mercy of the small group. 
national labour and independent deputies. 

However, Mr de Valera holds a stronger hand of cards than 
is apparent from the electeral returns. He is a wily politician 
who knows that he can, as most issues lie, divide his opponents. 
He has twice (in 1938 and 1944) extricated his party from a similat 
position by speedily going to the polls again, and Fianna Fail 
is probably the only party which could afford financially to fight 
another election in the near future. Equally, a government based 
on a coalition of the “anti-Dev” parties would be an unstable 
affair. As Mr de Valera has been quick to point out, Fine Goel 
which attacks the high cost of government, would not get fat in 
framing a budget if harnessed to Mr MacBride, who demands a 
speedy expansion of the social services. The “ anti-Dev” vote 
is not large enough to give a coalition of the smaller parties sufi- 
cient power of manceuvre in face of a united Fianna Fail. In the 
interests of peace and quiet certain sections of Irish opinion ate 
demanding a rapprochement between the two parties of the 
Fianna Fail and Fine Gael, but their quarrel is of long st 
and both have so far rejected the idea. 3 786 

Whatever happens Eire is unfortunately going to suffer 2 period 
of shifting and unstable government. The country has shown 


itself to be restless under the settled system of the past sixteea f 


years, but it has yet to express with sufficient energy a preference 
for any alternative policy. ue 


* * ® “ts 


Axioms of the Cominform f os 


“ Without desiring to prove it in detail, I accept as an axiom 
that American imperialism has today become the heir of Hitler: 
German imperialism,” So runs one of the main themes | 
speech rwo hours long made recently in Budapest by Jozsef Reva 
an able.and, prominent member. of the. ica matter 
of the Hungarian Communist Party. The speech reads as #! 
came straight from the Cominform’s mouth, and it was heal 
by what a mown he a es ee audience. grant x10 
5 accep $ it, with impeccable logic, a _strea 
of conclusions which could be ignored by historians and phi 
sophers if they did not show clearly which way Communist pole 
for the future is heading : for. c 













. The objective for the spring, in Fran, — 
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country of eastern Europe—is to split the Jett-wing from the 
right-wing Socialists and get them ‘working with the Communists 
for the next elections. The tactic has worked im [taly, so it is 
to be tried elsewhere ; and doubtless Mr Revai has hopes that it 
may work in Britain too, 

What is happening now, according to him, is that Socialists 
who are “ anti-Soviet” are swinging back to the Weimar policy 
af the German Social.sts.twenty years ago, They are co-opera- 
ting with clerical reaction, destroying working-class unity, backing 
American imperialism and threatening war against the Soviet 
Union. The “Third Road” has been unmasked, “or at least 
the mask is in process of falling off.” And, although “ the for- 
mation of left-wing Socialist parties is forcibly hampered by the 
governments of the West,” they are steadily gaining strength 
through the split between them and the right wing. Today 
“Cyrankiewicz (in Poland) and Nenni (in Italy) speak a totally 
different language and live in a world totally different from that 
of, say, Léon Blum.” Therefore—and. here comes the line for 
the future—“ men like Fierlinger, Nenni and Szakasits should 
once and for all discard the illusion that a break with Blum and 
Bevin would entail a break with the western working class.” 

In other words, Mr Revai, and those who think like him, 
want a straight political fight in Europe between extreme left and 
everything to the right of it. To achieve this they are prepared 
to thrust moderate Socialists straight into the arms of the centre 
and right-wing parties, regardless of the consequences. The 
immediate object of this desperate policy is obviously to eliminate 
the Social Democrat Party in Hungary; to bring Mr Fierlinger 
and his left-wing followers over to the Communists before the 
election in Czechoslovakia next month. The longer-range object 
is to provoke such tension between governments and Communists 
all over western Europe that their economic recovery will be 
crippled by strikes, party crises and, if necessary, by civil war. 
For this kind of aggression the appropriate term has yet to be 
found ; perhaps sickle-waving would do. 


& * * 


No Easter Basic 


Any hopes that may have been raised in the minds of the 
public by the prospect of a revision of the basic petrol position 
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before the end of March held out so temptingly last week by 
Mr Gaitskell must have been rudely dashed to the ground by 
Mr Robens’s announcement in the House of Commons: on Tues- 
day, to say nothing of Sir Stafford Cripps’s comments on the 
White Paper on the balance of payments, Easy as it is to sym- 
pathise with the manifest inconveniences caused by the abolition 
of the basic ration, it can hardly be maintained any longer that 
these are unnecessary hardships. When the nation is in the 
desperate position of living on its last reserves, it should be obvious 
that petrol cannot be preferred to food and raw materials, and the 
sooner that this is recognised by everybody the better. Nor is 
it fair to criticise the Government for making this unpleasant 
decision. : 

That does not mean that the Government is not open to 
criticism for the manifest ineptitude with which it has handled 
the whole question, and Mr Gaitskell’s latest performance is a 
good case in point. It is difficult to understand how a Minister 
of the Crown could have been so ignorant, as late as last week, of 
the essential facts about the country’s economic position as te 
permit himself to hold out hopes of any kind to the public, or 
how such a statement could have been made without previous 
consultation with the Chancellor of the Exchequer. Or was the 
prospect of a review of the position, which strictly speaking, of 
course, committed him to no action, merely a cynical attempt to 
appease the indignant motorist, very justly resenting the sight 
of long distance motor coach trips carrying football fans to 
cup tie matches ? It is high time that the Government was a 
little more consistent in the application of its convenient dogma 
of the equality of misery. 

+ * * 


Miner’s Moat 


Last week the dilemma of the “ Fitter’s Freehold” was 
discussed. This week information about a miners’ strike at 
Mardy colliery in South Wales reveals similar difficulties in the 
coal-mining industry. The problem of what to do with coal 
miners displaced by the closing of inefficient pits is likely to 
grow more acute as time goes on, and since the efficiency of the 
industry largely depends on cutting losses in old pits and ex- 
panding production in up-to-date ones it is essential that the threat 
of disputes should not hold up the process. 
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In the present instance the necessity of closing the pit appears 
10 have been accepted by the men in principle ; the dispute arose 
over the process of transfer to other pits. Given the natufally 
conservative attitude of miners towards their work this is likely 
to. be a frequent bone of contention. In cases when there is 
another mine within a reasonable distance (the Board is prepared 
10 provide special transport) the transfer of say seventy-five per 
cent of the workers presents no overwhelming difficulry. The 
problem of the remaining twenty-five per cent 1s the real difficulty 
—the elderly or less efficient workers, and above all the surface 
workers, of which there are probably more than enough: at 
neighbouring pits. What can be done with them, particularly in 
districts where there is little alternative employment? If, on 
the other hand, there are no neighbouring pits, the difficulty is 
greatly intensified. Younger workers may be persuaded to transfer 
to other areas: the older ones will not. 

The difficulry must be faced, for a severe problem of redundancy 
is not far off. Already in Lancashire more men are offering 
themselves—many unsuitable—than can be. absorbed. If the 
major reorganisation schemes go forward as planned in Durham 
and Northumberland, and numbers of old pits are closed, men 
wil] become redundant there also. And it must be’so. At present 
the union is claiming that output can only be increased. by large 
numbers of new recruits—hence the training of 30,000 European 
voluntary workers. A larger proportion of young men is cer- 
tainly needed, but, in the longer term, schemes of reorganisation 
and the immense capital sums which are being poured into the 
industry will make nonsense unless they increase productivity 
and therefore decrease the demand for labour, In such circum- 
stances the Board cannot afford to hesitate over closures: it can 
only improve its own methods of transfer, in co-operation with 
the Ministry of Labour and the Board of Trade. 


x * » 


Why So Secret? 
Three months ago the decision to resume British coal exports 
had a rousing send-off—very properly. Token shipments of ‘coal 
were sent to countries which had long awaited this relief from 
the burden of buying coal with dollars from the United States and 
the Ruhr. Mr Gaitskell and Mr Horner raised European hopes 
stilt further by their forecasts-of British-coal-production: -It-was 
even hinted that Britain’s commitment under the European Re- 
covery...Programme..to.export. 6,000,000. fons .in 1948 would be 
increasedmto’o°or’ro million-tons:- oa" . 

After.this it was reasonable to @xpect quick and regular pub- 
licity forsthe progress of British oa] exports. » But the» National 
Coal Board and the Board of ‘Trade’ so. far.sefuse tO give the 
necessary: figures, although it is-a simple--if irritating—matter to 
get theedigures from the countries. which “have received. British 
coal. ‘Per instance, reports from abroad put Italy’s share-at about 
20,000-tahs, France’s share at about §0,000 tons, and Sweden’s at 
40-50,00@ tons—80,000 tons has been promised to the Swedes for 
delivery.by the end of Februarye~ 

Whyythen, all this secrecy? “Is-it because coal exports:ere less 
than was:forecast? Is it, perhaps, because coal has been sent 
to Spainefor the perfectly legitimate purpose of getting pyrites ? 
What .crificism is it that is feared? No one expects the Coal 
Board tobe any more forthcoming about prices thaneis the 
Ministry_of Food—what will be public property in Bordeaux and 
Lisborris top secret in London, Buz. what ingenious argument 
can there*be to frustrate public felations officers in attempts to 
show that British coal exports are anything more than a dribble? 

a * * + ' pa 

Coal Quarrels in Germany , een 
The, British proposal..to raise“ the internal selling*ptice of 
Ruhr coal, made to the co-ordinating committee of the..Allied 
Contr@fCouncil on February” 5th, brought a repetition™of the 
tacticsaused by the Russians ini the Foreign Ministers’ conference 
last NOvember, True, Mr Molotov had made the low prite paid 
to Ruhg coal companies the basis of one of ‘his mostespirited 
sortie$im championship of the:\Germans; whereas Iit.~GefiDratvin 
in Berlin, made solicitude for the ante the ground for#efusing 
10 agi€ethat it should be raised.” ; However, since the “Russian 
aim iset@ place the odium of dividing’Getmany on the 






estern 
Powefs,.and to rouse German resentment; to a pitch at Which it 
will week the establishment of an effective western gov nt, 
such }ii@onsistencies are immaterial. « They will not bé noticed 
by theGermans.; nof, if the ‘present ice is fo , will 
Sir Weir’s’ effort ‘to refute Lt-Gen- Dratvin?§ “charges 
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The Russians may, therefore, achieve some propaganda success 
with their statements that the problem of Ruhr coal is due yw 
Allied’ policy, that losses could be made up out of the profit 
made by the British and Americans in exporting it, and that “the 
main point is that the Western Powers are trying to strangle 
German industry as a competitor of American and British in 
dustries.” But it is not likely that the British will be deterred 
from raising the price of coal. If they do so without Russiay 
approval, it will be one more nail in the coffin of quadripargiy 
government ; since the price of coal and thirteen other basic coms” 
modities is a subject within the competence of the ol 
Council in Berlin. But for many months past thar body has’ nog 
reached agreement on anything but summer time; and the 
Russians seem to be as reluctant to dissolve it as the Western 
Powers. To them it is valuable as a propaganda forum, and gy 
a means for inhibiting British and American desires to establish 
a fully responsible Western Government. The fiction that quadre 
partite rule exists, together with an over-estimate in London qf 
German anxiety-for unity under present circumstances, lingering 
American federalism and French susceptibilities are together 
responsible for the launching this week of an unsatisfactory 
“Bzonal Charter.” It is an improvement on the past, but stil] 
only a feeble comipromise with the needs of the time. cm 

It is the reorganisation of bizonal econcmy which has led-t9 
the decision to raise the price of Ruhr coal.’ So far, the subsidy 
of some billion marks a year, paid to make up’ the difference 
between the rroduction cost of about 30 marks a ton and’ the 
internal selling cost of 15 marks a tdén, has been charged to the 
budget of the British zone. The proposal is that the subsidy shal] 
be reduced by raising the price to 23 marks a ton and shall be 
borne by the budget of Bizonia. A species of central budget is 
to be established now that the central authority, contrary ip 
earlier fears, will have the right to collect certain revenues and 
control central expenditures. The effect of dearer coa! on the 
carefully maintained prewar level of legal prices will, it is hoped) 
not be great enough to shake the general wage and price stop.” 
Unreal though the legal price level is, it does work in a curious 
way side by side with the black market level, and has a psycho. 
logical value in preventing a complete collapse ‘of confidence. 
Piecemeal raising of basic commodity prices is very undesirable. 
The whole structure of wages, prices and taxation ‘should be 
edjusted-as. part of the reform_of the currency,.that crucial step 
which is still being debated interminably in the Allied Control 
Council. * 






: * * * 
Uneasy French Socialists 


Nowhere has the attitude of the American Senate to the 
Marshall Plan been watched with more anxiety»than in France, 
Interim aid is making it possible for the Govermment to hang 
on by the skin of its teeth, harassed by. popular discontents, 
party dissensions within the “ third force ”»coaliti and the 
first shots in the next Communist barrage. Any feal evidence 
that further American aid might be delayed till next autumn, and 
might even then be reduced, would loosen the Government’s grip 
and bring the extremist for¢es into the open again. The Com 
munist policy all over Europe—as is explained elsewhere in these 
notes—is to win allies by splitting the Socialist parties ; and the 
French party offers only too many cracks for driving in a wedge. 

The price and currency policy of the “liberal” Finance 
Minister, M. Mayer, has all along caused the Socialists painful 
qualms, which became more acute whenever pressufe i§ brought 
to bear on party headquarters by the belligerent and doctrinaite” 
provincial branches.. To make matters worse; the “frontier with” 
Spain has been.opened.emid Jond Jeft-wing ‘protests and) the 
conciliatory—even ‘appeasing—Governor-General of Algeria has 
been removed under pressure from those who want a stro! 
line taken in the overseas territories. : sg 

The coalition might be-expected»to survive these stresses and 
strains if the economic situation wéfe really improving. But ever 
since. M. Mayer got the powers he needed for’a more ru e 
policy on prices and wages, the cost of living has risen. During — 
last month alone it went up by 14 per cent, and. the General Con- _ 
eee Labour has already prepared fresh demands for im 
creased wages, © With! ent, catrot® 7e ‘. 
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_ Letters to 


What is the Bevin Plan ? . 


Sir,—Mr Bevin mentions France and Italy in addition to the 
Benelux countries in connection with a Western Union, and Mr 
Churchill has rightly added our oldest. Ally, Portugal. Spain must 
eventually be. invited, and it is. timely to direct some. attention 
toa natural partner in the, contemplated Union... Britain’s hands 
are stretched across the North Adjantic in “ firaternal association.” 
as Portugal’s and Spain’s reach, across the South Atlantic. These 
form natural ties embracing common languagess faiths, traditions 
and wading relations.. They should be in the public mind at the 
inception of the Bevin offer.—Yours faithfully, 


Farnham, Surrey T. P. BeRINGTON 


Grasping the Nettle 


S1rx,—Certain misapprehensions on the basic economic problem 
in this country still seem to prevail—eyen in Government circles. 
The further discussion of the problem which you initiated is, 
therefore, particularly welcome. 

(1) Insufficient attention—in particular—has been paid to the 
fundamental difference between a. wage-induced. inflation and an 
inflation which results frem excessive purchasing pdwer—howeyer 
closely the two are interconnected in practice. As long as full em- 
ployment prevails we shall always live in the shadow of a wage- 
induced inflaticn. In medern conditicns—of sinking or, at best, 
stable population, exhaustion of the agricultural reserve atmy and 
tight Trade Union Organisation—a high rate of unemployment, 
at least 10-15 per cent-or over two million, would be needed to keep 
wages stable af there. were no conscious.-agreement between the 
Government, the Trade Unions and. employers on wage ‘policy. 
Given the strong bargaining: position, of the Unions in a regime of 
full employment it is futile to expect their co-operation. if. prices 
and profits are not kept reasonably low. Contfol of ‘essentials 
is more important from this point of view than that of luxuries. But 
care must be taken lest a one-sided control should result in an 
undue expansion of luxuries. “In the absence Of general price contral 
we shall therefore have to have a control of employment as long 
as there is no unemployment. It stands to feason that price ¢ontrol 
would be more effective and preferable.’ A discontinuation of 
subsidies would certainly rupture wage stability and thus lead not 
to deflation, as some suggest, but to a violent inflation. 

(2) The problem of inflation resulting from an excess of purchasing 
power is more complex. The notion that £7,000 million incomes 
chase £6,000 million worth of goods is wholly fallacious ;. £7,000 
million represents total private incomes after taxes. . And: current 
savings certainly do not chase any»goods. On the other hand both 
private people and firms have colossal accumulated reserves from 
the war (and postwar repayment of EPT as well as war damage 
compensation) a large—-but unknown——part of which presses on 
the market. A budget surplus or a-rise in the rate of interest could 
hardly diminish this. particular pressure against certain bottlenecks, 
e.g., housing, durable consumers’ goods on the one: hand, factory 
building and equipment on the other. A. budget. surplus is indeed 
desirable not in. order to close the “gap,” to diminish the general 
“inflationary pressure,” but to increase the ratio of investment to 
consumption which. is desperately low in. view of the coming 
Struggle for foreign markets. against. much better equipped com- 
petitors. .A.capital levy.or a forced.loan while entailing widespread 
hardships and posing almost insoluble administrative, problems would 


the Editor — 
do little to reduce this excess reserve of purchasi er in an 
orderly fashion. Its incidence on ability pay Would be 
haphazard. And it certainly would: nor‘teuch: the bulk of unstable 
private reserves which consist of relatively small. amounts. 

(3) The growing fear of inflation leads to belated and therefore 
sharp measures. The current budget surplus, even if capital items 
are excluded from’ .the revenue, willbe’ substantial. With the 
accelerated fall of foreign and defence: expenditure it might rise 
(on, the same basis) to £500 million, or more, mext.year. Undoubtedly 
the much hoped for decrease of the negative balance of payments 
represents a decline in the supply of goods relative to demand. But 
this should be amply offset by the former. — . 
The conclusion to which one is inevitably driven. by these 

reflections is that if the Government. wishes to. avoid unemploy- 
ment it must evolye a wage and. price policy (including subsidies 
to the price of necessities) and strengthen its control over employ- 
ment, “Classical” remedies against. inflation—rise, in the rate of 
interest, budget surplus, etc.—could, only. work if they. caused 
deflation and.mass. unemployment. And in.the coming year 
(provided the problem of wages is solved) deflationary forces will 
in any case increase. Thus their further conscious strengthening 
by way of increased taxation should be avoided. Indeed, we 
must ask whether a reconsidefation of some of the cuts in capital 
outlay should not be speedily undegtaken. All such measures 
take. time. to. have an efféct-andityig to be feared that some of 
the © dis-inflationary” ,meéasbtes’) Might become effective when 
their timeliness is long passed. Substantial unemployment, 
however, due to indiscriminating deflation would ruin all hopes 
for Trade. Union . co-operation’ in! increasing . flexibility and 
productivify.—Yours faithfully, THOMAS BALOGH 
Balliol College, Oxford 


Sterling in New York 

S1r,—There has been a good deal of space, and front page space 
at that, given in the press recently to stories of heavy sterling 
banknote transactions reputedly taking -place in the New York 
market: Feeling that maybe there was some exaggeration (quite 
innocent, I have not doubt) of the importance’ of this’ activity, ‘I 
have taken the trouble to check the authenticity of these reports ; 
perhaps the result of my inquiries im’ America may also interest 
others. 

I am informed by one of the leading dealers im foreign currency 
in New York that the volume of transactions in English banknotes 
has not materially changed over recent months. Dealings in the 
notes range between £10,000 and [£20,000 a week and this figure 
can be taken as representing quite 90 per cent of the dealings in 
the whole of the United States, since “out-of-town” banks 
usually buy or sell their banknotes in New York. This informa- 
tion does not bear out the suggestions of wild activity. 

The banknote rate has declined more or less steadily over the 
past ¢ighteen' months, and this decline Tas been partly due to 
relatively heavy offerings of notes ‘coming from Switzerland apd 
Tangier where the banknote rate was lower than in New York. 
A’ bottom seems to have been reached recently at $2.45, at which 
rate biiying has developed into what might be considered a support 
Jevel.* My correspondent points out that the fact that this buying 
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is taking place suggests that all Americans are not bears on 
England’s future and, different as conditionsyare, some parallel 
might be drawn between the: present time and the: post-World 
War I period, when, from a low level of $3.18 in 1919ythe pound 
sterling was by 1933 elevated to the dizzy height of $5.15.— 
Yours faithfully, A. LaInG 


Shell House, 55 Bishopsgate, 
London, E.C-2 


Wages Impolicy 


Sirn—The valuable article in your issue of January 3rd 
describes the TUC and its constituent unions as “the most 
securely entrenched of the vested interests.” But ate the power 
of these unions ard the authority which the TUC claims (and 
which the Labour Government recognises) justified by the num- 
ber of workers they represent? Recent statistics show that they 
do not represent even half of the wage and salary earners of this 
country. 

The total working population of Great Britain is given in the 
Ministry of Labour Gazette; it is roughly 20} million. ‘This 
figure, however, includes all employers, directors, etc., and persons 
working on their own account. On the other hand, it excludes 
all indoor domestics, all males 65 and over, and females 60 and 


Books and 


The Birth Rate Problem 


“ The Population of Britain.’* By Eva M. Hubback. Pelican 
Books. 284 pages. 2s. 


AUTHOR and publisher alike are to be congratulated on this well- 
timed, clear-headed and eminently human book, designed, in the 
words of the Preface, to “ help to arouse an interest in this vitally 
important subject and serve as a preparation for the Report of the 
Royal Commission on Population.” Probably no social topic 
needs, for its effective discussion, so wide a range of qualities ; 
but if the Royal Commission, with all the majesty and resources 
of the state behind it, does any better than this one devoted volun- 
teer, it will have done very well indeed. 

Mrs Hubback rightly casts her net widely. She gives the bare 
demographical facts of population growth, birth rates, net repro- 
duction rates, already familiar to students of the subject but 
disastrously little understood by the general public ; estimates the 
economic and social forces. underlying decline—and very shrewdly 
she does it ; discusses the psychology of the present-day prefer- 
ence for a small family, the position of women, the practical ob- 
structions to child-bearing, and the proportion of “ unwanted 
conceptions ”—still, apparently, an astonishingly high proportion 
of the whole. Thence she passes on to a depressing survey of 
the consequences of decline, social, political and economic, and 
concludes this part with a practical and realistic. discussion of 
possible policies for the future. 

Plenty of writers on social problems are ready to diagnose with- 
out prescribing ; Mrs Hubback has the courage, and the respon- 
sibility, of her convictions. The change-over from small to 
medium family patterns should be achieved within the next 
generation, before decline has got out of hand. Education is 
essential, both in the narrower sense of training in child care, 
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over. Rough estimates of the deductions and additions to fj 
made to the above figure yield a figure of about 19 million 9 


the number of persons “working for employers.” 
"The total membership in-Great Britain of all trade unions js 
given in the Ministry of Labour Gazette (November, 1947) a 
8,416,000 in 1946—the highest total ever recorded 5 the 
of trade unions affiliated to the TUC was given at the 1947 ! 
port Congress as 7,540,000, and this figure includes members 
side Great Britain. It thus appears that the TUC r 
about 40 per cent of employed persons. No doubt some of thes 
(e.g., domestic servants) are not “ organisable” ;~ nev ' 
the TUC cannot claim to speak for much less than half of 
wage and salary earners. It would be of interest to know the 
industries and occupations of these 10 million non-unionists, We 
are told that important industries like mining, transport, ‘¢tc., ar 
100 per cent unionised. Disputes are continually breaking outyq 
threatening to break out, over the employment of non-union labour 
in a large variety of industries. Yet we find that the numbeg of 
workers who are not members of trade unions is much greater 
than the number who are? Cannot one of the numerous research 
bodies analyse the figures and how us where these Io million an? 
How long is the TUC going to maintain its claim that it speaks 
for “ workers by hand and by brain ”?—Yours faithfully, 


STATISTICIAN 
Overseas League, 5 Park Place, London, S.W.1 * 


Publications 


hygiene and so forth and in the wider sense of the imparting of 
the sense of social responsibility and of other than ephemeral 
values. Financial aid and social services for mothers and children 
should be increased—Mrs Hubback specifies in what ways—end 
housing and town-planning should serve the needs of the child, 
not forgetting accommodation for the larger family. 


The Pelican imprint can rarely have represented bever value 
for 2s. 


From The Economist of 1848 


February 12, 1848 

Tue half-yearly report of the Inspector of Factories . . . hes 

been published. Mr. Horner almost begins his report . .. 

by stating that “I have already seen indications of a disposi- 

tion in some quarters to resort to plans for evading the Act of 

last session. . . .” “ There is (he says) a great difficulty in 

obtaining evidence; the workpeople themselves naturally 
dread the danger of losing their employment by coming for-— 
ward as witnesses, or even by giving information.” ‘Thus at’ 
the very opening of the report we have evidence of dislike and 

mistrust of the law, in the two classes most interested in its 

enactments. 

... As the magistrates set aside the inspectors’ interpretation 
of the law, the latter ask whether, in the event of the magis- 
trates pretending to know the law better than they, any course 
is open to them by which they may appeal to a higher 
authority. We should be rather disposed to ask, as magis- 
trates, employers, and employed ar: all egainst the Act, 
whether that can be a good law which so many classes con- ° 
spire to defeat? A Jaw for the protection of life and pre 
which all men willingly execute, ... is a law suit Cn 
customs of a people ; but a law which the classes interested in | 
it try to evade or defeat, must be an unsuitable law... . 

. .. What may be the effect of the law when the ten hours 
clause comes into operation, and there is a strong temptation 
both a the ry se 2, from trade being brisk, 
to make up for ving “ pledged everythi 
but the mere clothes om their backs to eke eee living.” 
even the inspectors do not venture to foretell... . When the 
temptation to infringe [the law] is greater, more inspectors _ 
will be required, and, like all laws which fail, from bei 
foreign to the habits of a people, to execute themselves, t 
must be enforced by a large increase of persons paid out of 
the public taxes. So laws, unthinkingly enacted, unsuitable 
to the circumstances of the people, beget evasion, and all the 
immorality consequent on deceit ; then - 


the sphere of the — 
Government is extended, more laws and more taxes follow, | [| 


industry is restrained, production impeded, nd 
poverty inflicted on the people. Half the evils of society which — 
re ao rears laws to remedy are really the offspring of bad 
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’ « 
Egypt's Social Structure _. 
“Egypt: An Economic and Social An alysis.’* i Gh is 

Issawi. Oxford University Press for the Royal Institute of 
International Affairs. 15s. 


IN this book Mr Charles Issawi sets out to describe the economic 
and social structure of modern Egypt up’ to the outbreak of the 
second world war. Looking at the country from within, he has 
an advantage denied to foreigners. Yet in addition he has been 
able to bring to bear on his task a scholarly impartiality gained 
poth at Oxford and the American University of Beiruth. As a 
result of this favourable background Mr Issawi has produced 
not only what will surely prove to be a text book on his subject, 
but a readable and well presented volume in which a mass of 
detailed statistics has been so cleverly absorbed that it always 
remains inoffensive and digestible. The statistics are none the less 
always at hand for the author to use in proving his point. 


Among Mr Issawi’s most interesting chapters are those on 
population and education. Speaking of the feilah, he shows the 
appalling poverty by quoting the estimate that the annual cost of 
living for a family of five in Lower Egypt is only about £E26: 
in Middle and Upper Egypt it is slightly less. Quoting the way 
in which the fellah’s vitality is sapped by endemic diseases caused 
by pollution of the water, Mr Issawi vividly likens the Nile 
Valley to a gigantic hospital. On the subject of education he 
explains why Egypt is still faced by low standards and unsatis- 
factory results, in spite of the effort to gear the national desire for 
independence to a huge elementary educational programme. Two 
of the most important reasons for this are the poor quality of 
teachers and the lack of family life, owing to the overcrowding. 
At the same time, secondary and university education is apt to 
lead, as in all Arab countries, to unemployment for degree holders, 
since there is little opening for them except in government service. 


The chapters on agriculture, commerce and industry provide a 
wealth of material which is not available elsewhere in one place. 
There is also an extensive bibliographe and elaborate index. 
Mr Issawi, in fact, has compiled an exceedingly readable reference 
book which will be of use to all who want to understand not only 
Egypt but many of the problems which are common to the whole 
Middle East. 


Industrial Morale 


“Psychology in Industry.’’ By Norman R. F. Maier. Harrap. 
xvi., 463 pages, 12s. 6d. net. 


Dr MAIER lays down in his introduction that “ Psychology, as 
the science of man’s behaviour, must have much more than 
common sense to offet if it is to make its contribution to Industry.” 
This is both true and important. The human problems in industry 
are at least as complex as the physical problems, but whereas the 
latter are referred to engineers, chemists and other research or 
technical specialists, the former are dealt with mainly on a basis 
of good will and rule of thumb. In the early days of psychology 
this was unavoidable, but by now the industrial psychologist is 
ore to tackle the human problems of industry on a scientific 
evel, 


It follows from this that to give a general account of industrial 
psychology for the layman is not easy. The writer has to steer 
a course between over-simplification and incomprehensibility, and 
this Mr Maier has succeeded in doing. He has given an account 
of contemporary industrial psychology which covers the whole 
field and yet includes just sufficient in the way of example, diagram 
and illustration to keep the details in sharp focus, 


Perhaps the most important section of the book is contained 
in the first five chapters, which are devoted to the factors 
underlying industrial morale. We no longer believe that high 
wages, well lit work rooms, frequent rest periods and short work- 
ing hours are in themselves sufficient to produce high morale, and 
the older kind of industrial psychology, with its concentration 
upon particular problems such as fatigue or incentives, has now 
been enlarged to take into account the whole man‘in his social 
and industrial setting: But although he rightly places the question 
of industrial morale in the forefront, Dr Maier does: not exclude 
the more special problems, and there are chapters on selection, 
training, incentives, fatigue; accident prevention and on_ the 
physical conditions which are important for efficient work.. 

Dr Maier has not written for the professional psychologist nor 
for the layman, but primarily for the man who, in the cOurse of 
his work, has to cope with the human problems of industry. But 


any intelligent reader who wishes to acquaint himself with the 
i i province of industrial psychology will find 


growing and important p 
in Dr Maier’s book an admirably clear and up-to-date guide. 


Britain’s Industrial Survival 


“Britain’s Industrial Survival,’’ By Ian Bowen. Faber and 
Faber, 201 pages. 12s. 6d. 


Tuis interesting and suggestive book suffers from trying to pack 
too much into two hundred pages. To analyse what is wrong 
with British industry needs a volume in itself, and to discuss 
possible reforms another. To try to do both in a work as short 
as this means inevitably that one or the other goes to the wall, and 
Professor Bowen’s chapters read as a result a little like one of those 
essays on public ownership, of which he must have had some 
experience in his own tutorial days at Oxford, which rollick through 
the honours of the Coal Miner Act of 1930 and the apocalyptic 
revelation of the Reid Report, and conclude, as the book closes 
with a satisfied sigh, that “ this, therefore, is the case for nationali- 
sation.” In fact, of course, it is the case for nothing at all, for it 
is one thing to prove that our industrial system is imperfect, and 
very much another to prove that an alternative is generally better. 

It is certainly refreshing to find at least one left-wing economist 
whose principles have stood the test of two years of socialism. 
But Professor Bowen’s own personal blend of glorified trade 
associations, disjointed consultation, and idealistic planning—with 
the ideals slightly overcast as a result of practical afterthought in 
chapter 10—though starting out on. the right path is not fully 
enough thought out to carry conviction. And somehow he never 
quite seems to answer the question about what are the factors 
which account for the higher productivity of American industry. 

But let these things not be taken as arguments against reading 
his book. On his own ground of statistical analysis of factors such 
as efficiency, advertising, investment, population, or lower supply 
Professor Bowen has plenty to say which is both new and interest- 
ing. Perhaps some of his Census of Production data smell more 
of the lamp than of earthly fact, and he has had to open his mouth 
a little wide to swallow the whole of the Steind! mythology of the 
small man. But that still leaves plenty worth consideration in a 
study which stimulates even where it fails to convince. 


Shorter Notices 


“History of England,’’ By Professor E, L. Woodward, 
Methuen, Home Study Books, 4s. 6d. 


DIFFICULTIES too cbvious to be mentioned must face the writer of a 
history of Eagland, from Roman times to the end of the First. World 
War, if he confines himself to 270 small pages. Professor Woodward 
has overcome them all, What could so easily have been dogmatic is 
stimulating and thoughtful; what could so easily have been over- 
generalised is accurate and precise. Most developments of importance, 
not only political but also social and economic, receive some treatment 
and the history of England is placed in its world setting. This gives 
the book comprehensiveness despite its size. It is well written and 
a pleasure to read, which accords with the author’s statement that he 
found it a pleasure to write. The standard of judgment is high, as 
we should expect, in spite of the difficulties imposed by limited space. 
Specialists may want to differ with the author on occasional contro- 
versial issues in their field ; but they could not claim that he is mis- 
leading the reader. In short, Professor Woodward was aware of his 
problem and has been successful in meeting it. 
The volume is well produced and has a workmanlike index. 


“ The Motor Industry of Great Britain, 1947.’’ Society of 
Motor Manufacturers and Traders, Limited. 452 pages. 
Non-members, 40s. ; Members, 30s. 


Tunis first post-war edition of the statistical review of the motor 
industry is a much more comprehensive and attractively presented 
publication than the last one, which appeared in 1939. The detailed 
information in it is for the year 1946, covering the United Kingdom 
production and exports of motor vehicles, the numbers of new 
registrations and full particulars of the vehicle ‘census for Great 
Britain. Some useful comparative figures are given for 1938. For 
instance, the changes in the motor vehicie population at September 
1946 compared with pre-war are given for each country separately ; 
whilst. the total number of vehicles owned in Great Britain in 1946 
was almost the same as in 1938, the numbers in the London County 
Council area had. decreased by. 22. per cent. .The statistics also 
include a ‘ceftain amount of information about overséas producers, 
including figures for world production and a world census. of motor 
vehicles. It is unfortunate that the difficulties in collecting and 
compiling uniform statistics have inevitably delayed. the publication 
of this book; and that any figures.later than 1946 are confined to a 
very. short appendix. ‘ ; : 
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es 


(From Our US Editorial Staff) a 


N the Washington buses there is displayed, at the moment, 

one of those pieces of self-congratulation on the “ American 
Way of Life,” in which advertisers occasionally indulge “as 
a public service.” A typical poster mechanic—with broad 
shoulders, greying hair, strong jaw, kindly eyes and a pipe— 
is saying “ Who says my vote doesn’t count ? My vote counts 
as much as the President’s vote. My vote has the power to 
help hire or fire a Senator, a Governor or a Mayor. Look 
around the world and see how many common men can do 
that!” The mechanic is identified as Fred M. Lambert of 
Brooklyn, New York. It is somewhat of a mystery why any 
advertiser should choose gratuitously to taunt the unfortunate 
inhabitants of the District of Columbia who have no vote— 
whether they are common or uncommon. There seems to be 
no realisation that Mr Lambert would certainly be feeling 
much less smug if he lived in Washington—or in one of the 
seven Southern States where payment of a poll-tax is a pre- 
requisite of voting. 

On February 2nd Mr Truman sent a message to Congress 
asking for a ten-point programme for increasing civil rights 
and one of them was the grant of home rule and suffrage 
in Presidential elections to the inhabitants of the District of 
Columbia. (At present the District is governed, with con- 
spicuous inefficiency, by Committees of Congress through an 
appointed Commissioner.) The President also asked for 
legislation making lynching a Federal offence, abolishing the 
poll-tax, protecting from intimidation individuals who are 
trying to exercise their right to vote, prohibiting racial segre- 
gation on inter-State transport facilities and establishing a Fair 
Employment Practices Commission to prevent racial dis- 
crimination in employment. 

This programme is the result of the report (published last 
October) of a Committee appointed by the President in 
December, 1946, in which recommendations for legislation to 
protect the civil rights of the people of the United States 
were made. There would seem to be little in these recom- 


. mendations which the President of the country which prides 


itself on the most democratic constitution in the world could not 
think of witLout the help of nine months’ deliberations by 
fifteen of its leading citizens. But the reaction to the Presi- 
dent’s message shows that there is much inflammatory material 
in the programme. This is an election year and Mr Truman 
has stepped on some very gouty Southern toes. 

The President’s message—or at least its iming—was made 
necessary by the challenge of Henry Wallace’s third party. 
Though Wallace has no chance of getting many votes he can 
make the difference in three key States. In one of them— 
California—his strength is in the lunatic fringe. But in the 
other two—New York and Iilinois—he is counting on the 
support of racial minorities. If he can persuade the negroes 
of Harlem that the Democrats are now the “creatures of 
Wall Street monopolists,” New York State is lost to Mr 
Truman. If, on the other hand, Mr Truman can establish 
himself as the friend of the down-trodden, whether any of his 
programme becomes law during this session (which is unlikely) 
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or not, he may save two of the three States with the larges 
electoral votes. : ‘ia 

The American system of electing a President makes 
necessary for a candidate to find a programme containing 
suitable carrots for all minority groups instead of an ore 
programme appealing to the whole of the nation. He must 
concentrate on winning individual States, since his majority 
will come from a majority of votes in the Electoral e 
where each State votes as a block. Out of the 449 votes ig 
the Electoral College, 47 come from New York, 35 from Penn. 
sylvania, 28 from Illinois and 25 each from California and 
Ohio. These blocks of votes go to the candidate with a majority 
in the State, however small that majority. (In 1884 Cleveland 
won New York by only 1,149 votes.) Therefore every candi- 
date must base his programme on appeasing the doubtful 
groups in these five States—and particularly in New York. 

Roosevelt won New York, in both 1940 and 1944, thanks to 
the support of the American Labour Party. On both occasions 
the Democratic vote was smaller than the Republican. The 
American Labour Party is now officially supporting Wallace, 
though much of its strength has refused to follow the panty 
leadership. Mr Truman must persuade as many as possible 
of those outside the regular Democratic ranks to vote for him 
as they did for Mr Roosevelt. His is not an easy task as he 
will not be, as Roosevelt was, the candidate of the American 
Labour Party. The civil rights programme is his bid for their 
vote. More specifically it is his bid for the 200,000 negro votes 
in Harlem. So even are the two parties in New York State (in 
1944 Mr Roosevelt won by a little over 300,000 out of a total 
vote of more than 6,000,000) that the negro vote could be 
decisive. 


* 


The situation in Illinois is similar. The Democrats needa 
majority of about 300,000 in Cook County, which includes 
Chicago, to overcome the solid Republicanism of the rest of the 
State. In 1944 they got it with 40,000 to spare, carrying the 
State by 140,000 votes. But last November, in the local elections, 
a new party, the Progressive Citizens of Illinois, won 116,000 
votes in Cook County. This is the organisation which will 
support Mr Wallace, and even if his name brings no new votes 
from the negroes on Chicago’s South Side the 116,000 votes 
may be enough to lose the State for the Democrats. 

There is nothing very new in the President’s programme. 
Four Bills to abolish the poll-tax have been passed by the 
Heuse of Representatives in the last few years. Three of them 
were killed in the Senate (the fourth has not been debated 
there) by the filibustering of the Southern Democrats. At pre 
sent the Republicans, who would always be happy to win back 


the negro vote by passing such legislation, are sitting quietly and 


watching the Southerners try to destroy Mr Truman’s attempt 
to save New York and Illinois. There is always an anguished 
cry when a Democratic President suggests a measure whic 
would interfere with the rights of the ™m States ro dis- 
Criminate against negroes. This week the cry has had a sharper 
note than usual. a 
In 1944 there was an attempt, strongest in Texas, to teat 
Mr Roosevelt a lesson by electing 
another candidate. It came to nothing then, but another 
is going to be made this time. The Conference of « 
Governors, meeting this week at Tallahassee, Florida, 
decided to discuss the advisability of “bolting rhe 







(though where they will bolt to is their hardest problem) 


delegates pledged to suppes 





coaeoreweoce asa moe ewze ses 6B RB Asa SS 


ee ee ee ae a a c“ 


na ~)h6h3]D 


ee a 








agseeeé 


a 


et 


it 








EEEa ite 


2 


THE ECONOMIST, February 14, 1943 


The Governor of Mississippi has announced that his Stat 
at out Sight “1 a. eealiicde tac Ved tena ay 

an all-out fight. “I am nt,” “he sta matically, 
ee this militant leadership on the part of Mississippi, the 
most Democratic State in America, will spread like wildfire 
across the entire South and sweep before it all those who stand 
as enemies to our institutions and our way of life.” 

Meanwhile, Republicans in the House of Representatives are 
widening the split by taking the President at his word and pre- 
paring an anti-lynching Bill which will be ready for debate in 
two or three weeks. It will, no doubt, pass the House, where 
the filibuster is not allowed, and founder, as usual, on the rocks 
of Southern long-distance oratory in the Senate—in full view 
of those whom the civil rights message was intended to win 
for Mr Truman, The problem of holding together a party, 
which is an alliance, based on little more than a name in 
common, of reactionaries in the South and Liberals in the big 
cities, taxed all Mr Roosevelt’s superb political skill. It may 
prove too much for his less adroit successors. Fortunately for 
them, however, the Republicans, with fewer natural obstacles, 
have a talent for misunderstanding the voter and offering him 
candidates for whom he cannot vote. If they do so again, and 
the Southern Democrats’ fury turns out to be all sound, as is 
probable, Mr Truman’s effort to protect the rights of minori- 
ties may have some of its intended effect. 


American Notes 
Commodities, Trade— 


It is never very easy—or very safe—for any commentator to 
determine the point at which price changes mark a full turn in 
the business tide, Postwar experience of the American scene, 
moreover, has brought more than one unexpected rebuff for the 
prophets, and on this occasion there is a confusion of counsel in 
high quarters which makes the task of determination perhaps 
more than ever difficult. Mr Roosevelt, for example, was not a 
trained economist, but he usually had the good fortune to be 
pointing to charts at a time when the trend was_still in the 
direction which he indicated. On Friday last, Mr Truman was 
less fortunate. His repetition of earlier pleas for price control, 
and his renewed expression of alarm over the upward price spiral 
coincided with the worst liquidation met by the stock and 
securities markets for many months past. 

So sharp and sudden was the downtrend, in fact, that on the 
same day, Mr Clinton Anderson, Secretary for Agriculture, is 
reported to have given the farm community an implicit assurance 
that his Department will move very slowly in proposing any 
revision of “ parity prices” which at present determine Federal 
support levels for farm produce. 

On the commodity front, falls now outpace the severity of those 
earlier bouts of liquidation in 1946 and 1947. Over a week, March 
wheat has fallen from $2.95 a bushel to $2.43, and maize from 
$2.48 to $2.05, with September wheat quoted at $2.17 ($2.53). 
Grains took the first shock, with quotations falling over several 
sessions to the full limits allowed by commodity exchange regula- 
tions, and it ie eeant that some wheat futures are now well 
below the F ice “ peg” (at which support loans become 
available to farmers , That level is now about $2°25 a bushel, but 
since it is based on the relationship of farm prices to those of 
industrial products, it may move against growers now. The fall 
has not embraced non-ferrous metals, but weakness in steel scrap 
might be a pointer to later trouble here. Elsewhere, cotton (down 
from $34.80 to $32.63), hides and rubber joined a wide retreat in 
industrial commodities. The Moody index of staple commodities 
is down from a 1948 high of 459 to 404. This pace of decline is 
fully remimiscent of the worst bouts-of depression in commodities, 
although underlying forces.are certainly different today. = 

Speculative. activity has, been given a great.deal of publicity in 
recent weeks, but a contraction of these operations 1s not alone 
He arge to account for this new break. pes ree ea it 
ollows encouraging reports on crop conditions, an ‘revision 
of 1948 crop ‘estimates along lines which might well daunt the 
sturdiest of short operators. Improving weather: conditions ‘have 
brought forward predictions of a 1948 crop well beyond 1 billion 

els, against the gloomy autumn estimates of disaster (or its 
equivalent crop level of aps, not. more than 750 million 
bushels). Mr Anderson himself has declared that “given good 
weather,” US exports of 300 million bushelsjover the mext crop 
year could be met with comicrt. Inthe meantime. the 1947-crop 
year export target has been cut, and the high price of wheat has 
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proved to be an effective deterrent to abnormal livestock feeding. 

In short, the grain position has justified a fall in prices. That 
still does not explain why the markets waited until last week to 
reflect the more sober views prevailing, though the latest sugges- 
br from Washington is that another “leak ” inspired the initial 


4 * *x *« 
—And Wall Street 


The less spectacular, but none the less severe, break on Wall 
Street is less difficult to explain. For months past that market has 
refused. solemnly to discount the trend of steadily rising company 
profits, bigger dividend payments, and higher yields. A normal 
end-year rally was brought to an abrupt conclusion by the Presi- 
dential plea for higher tax rates in the Budget Message, and not 
even the disappearance of Mr Marriner Eccles, or new rumours of 
lower margin requirements for securities trading could induce any 
substantial recovery. 

Here the commodity slump served merely to push stocks from 
a level (the 180 plateau maintained by the Dow average within 
a fairly narrow range for some time past) which they had shown 
no disposition to hold for very long in 1948. Turnover 
widened in a manner which was no doubt significant to the Dow 
Chartists, who are, in the main, content to believe that a primary 
bear market began in 1946 and has not been concluded. The Dow 
Jones average has fallen to 166, and there is still no sign of a 
spirited rally. 

The evidence for, and against, comtinuing declines and major 
reactions on the business tide is by no means easy to weigh. On 
the one hand, it it worth remembering that the grain markets are 
now presuming the continuance of good weather through to 
harvest time, that the balance between world supply and demand 
is still in favour of the latter, that stocks are still abnormally low, 
and that North America has for a decade enjoyed a more than 
average share of good fortune in terms of weather—despite the 
1947 corn crop failure. Relatively little damage would be needed 
to tilt the scales toward scarcity, if not actual privation. 

But the remaining question which has not been settled is the 
influence of stock and commodity price changes upon domestic 
demand. Will industrial buyers now refuse to provide any longer 
the stimulus derived from more than two years from re-stocking? 
Will the buyer in the residential construction market now hold 
aloof ?.. Will industry, faced with this fresh uncertainty, become 
more grudging on wage claims which will almost certainly go 
forward now? Will the feverish pace of business re-equipment 
die down after the first quarter, or will first quarter predictions 
of high demand be, in fact, fulfilled ? By how much will Congress 
cut the Marshall aid figures ? 


* 


At this stage, any answer to these queries can scarcely be con- 
clusive. What we cam say is that all the familiar indicators of a 


















US Business Bulletin 





HE ECONOMIST receives every week, from its own 

correspondents and from other sources, a great deal more 
information on business conditions and economic develop- 
ments in the United States than can possibly be used for 
“American Survey.” 





It is therefore proposed to issue for private circulation a 
fortnightly ““ US Business Bulletin ” which will contain a 
more extensive digest and analysis of this information than 
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business turn have in recent months become more than ever 
apparent, right down to the despised, but none the less inevitable, 
hardening of money rates and the new curbs on bank credit. Until 
last week some indicators were, perhaps, no more than faintly 
discernible. But this week has given some support to the theory 
that they may herald a widespread process of deflation which 
could last for some time and could be very sharp indeed. 


* * * 


Writing the “ Vandenberg Bill” 


The Foreign Relations Committee, having concluded . its 
hearings on the European Recovery programme, is now engaged 
in writing the Bill which Senator Vandenberg hopes will be pre- 
sented to the Senate by February 20th and passed April Ist, 
the date when interim aid funds officially run out. In fact they 
are already perilously low. The public forum afforded by the 
hearings has shown, despite criticism of details, a general, though 
hardly enthusiastic, recognition of the necessity of substantial 
contributions to European recovery. Proceedings in the House 
have lagged behind, both in time and interest, and it seems that 
Mr Eaton relies upon the Senate Bill both to galvanise and to 
steady debate in the Lower House. 

The Bill written by the Senate Committee will be a compromise 
measure, designed to conciliate the “ revisionist” opposition and 
exemplify the traditional right of the Senate to give advice as 
well as consent, on matters of foreign policy. But Senator Taft’s 
public friendliness to ERP before leaving Washington suggests 
that the chief outlines of a settlement have already been reached ; 
and that they involve no grave sacrifices of substance. The ad- 
ministrative quarrel is already out of the way—as far as the 
Senate is concerned—in the decision, approved by the State De- 
partment, to appoint a single executive with Cabinet rank inde- 
pendent of the Department, He would be assisted by an advisory 
board of 12, and a roving ambassador, and supervised by a 14-man 
investigating committee chosen from the members of both Houses. 

The Administration has made a number of helpful concessions. 
The $570 million programme for aid to China, designed as a 
holding operation while European recovery holds first place, makes 
good Mr Marshall’s promise not to neglect the “ other front ” 
against Communism. The sum is only a drop in China’s vast 
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and dusty economic desert, but it will help to placate the pry 
neal Sinaphiles and a who fear that the Marshall Pig 
locked the front door while leaving the back door wide open 
The Administration, through Mr Snyder, has also announced ha 
it will, by the threat of confiscation, make aya:lable to the Marsh; 
country governments, chiefly France, the dollar hoards 
during the war. The much larger “free” assets of Britain, Bir 
and Turkey would not be affected. The scheme may make avail. 
able a useful $750 million which countries like France have ie 
trying to recover for over two years, and will also do something 
to satisfy Amercans like Senator Lodge who feel it outrages 
that wealthy Frenchmen should evade any contribution to the 
recovery of their own country. ie 

Finally, the Administration has clarified the meaning of the gap 
between the requested ERP authorisation of $6.8 billion for fifte 
months, and the $4.5 billion, which is all that is included in h 
budget to the end of fiscal 1949. Approximately $1.5 billion. 
this difference is for goods to be delivered and shipped, but 
paid for during fiscal 1949 ; the remaining $800 million is for for 
ward contracting. The suggestion is that a billion-dollar cut, re. 
placed perhaps by contracting authority, might, without 
substantial real changes in the programme, conciliate those who 
have been shocked to find that the overall foreign aid bill of the 
United States totals $9.3 billion, including occupation costs, aid 
to China, and the Philippines, and Greece and Turkey. Some 
doubts are expressed as to whether it is sound strategy to maxe 
this concession before the Bill meets its severest challenge in the 
House, but it may be inevitable in view of the failure to stir public 
opinion to more than a resigned consent. 





x ¥ 


Military Guarantees ? 


The proposals of Mr Dulles and Mr Baruch for Ameri 
military guarantees of political union in Western Europe ae a 
lively subjects of speculation despite the chilling lack of interest 
shown by the Senate and the veto exercised by Mr Li 

the “third force” in American foreign policy. Mr Lippmaah 
opposition was based both on economic and security grounds, 
He argues that a defence union would frighten off countries like 
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Switzerland and Sweden ; and that the rest of the countries of 
Western Europe would refuse to accept new commitments to 
collective security without fabulously expensive military aid from 
the United States. If American strength cannot contain the 
Kremlin, he insists that the signatures of a dozen weak countries 
would not materially change the odds, 

Mr James Reston reports in The Times, however, that there is 
considerable concern in Washington as to whether a political and 
military ERP is not essential if the economic programme is to 
succeed. Each counptry’s fear for its own security, it is argued, 
will stand in the way of the best use of the resources of the 
continent. It is interesting that a recent Gallup poll shows a 
slight majority, 51 per cent of those questioned, 59 per cent if 
those with no views are excluded, favouring a military alliance 
with Britain and France, An alliance with either country alone 
is much less attractive. 

Those who favour some oyert assurance that the United States 
has a political and military, as well as an economic, stake in 
Europe argue that the resulting increase. in political stability 
would mean a much greater effectiveness for American dollars 
invested in European recovery. Without it, perhaps no. sum 
would be sufficient. In effect, this would be. the application of 
the Truman Doctrine to Western Europe. That it is discussed 
at all is a symbol of how rapidly concepts of foreign policy are 
widening. But it is a highly academic debate, The converted 
isolationist may now believe European recovery is worth $4 billion 
next year; but to run the risk that military commitments might 
jead to another war would be quite unacceptable, not only. to the 
jsolationists but to the majority of Americans, 


« x * 


Budget Revision 


Budget controversies in Congress have so far given a pattern 
almost precisely in line with that of 1947. Last year the President 
stood firmly against tax cuts. This year he is seeking modest 
relief for the low income groups, and a corresponding gain from 
company profits. On both occasions Congress has ignored the 
Presidential Message, and gone its own way. 


¢ 
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Last year the House moved vigorously, under the lead of Mr 
Harold Kautson, chairman of the Ways and Means Committee, 
to bring about a heavy reduction in the expenditure total. Quite 
recently the Committee again found items totalling $6 billion 
to be excessive, and on the floor of the House these impressive 
Budget economies were approved by 297 votes to 99. | b 36 

On this basis the House could quite easily override the: Presi- 
dential veto which would certainly -follow passage of the new 
Budget Bill. Once again, however, the Senate is displaying a 
mood of restraint and responsibility, and it is: now quite certain 
that no attempt will be made by the Upper House to enforce a 
show-down on the lines adopted by Mr Knutson. 

The Senate itself, of course, will insist: upon tax reduction this 
year. But Senator Tafi, who ranks as: one of the most vigorous 
advocates of economy, has always insisted that the $6 billion 
goal was only a mirage, A joint Budget Committee has now 
adopted proposals which would reduce expenditures by $2.5 
billion only from the $39.7 billion level outlined by Mr Truman. 

One basic dispute between President and Congress concerns 
the probable revenue total for 1948-49.. Mr. Truman assumed a 
level of $44.5 billion, with income and employment maintained 
near current levels. Congress, with the realisation that the 
Treasury has underestimated tax receipts in recent ‘years, has 
hoisted the tax yield estimate by $2.8 billion. With expenditures 
cut by $2.5 billion, the Budget surplus—before tax reliefs—is thus 
put as high as $10 billion.. The Budget Committee has given no 
details of expenditure, and. no final estimate of probable tax cuts. 
Already, however, the White House is reported to be moving for 
higher foreign expenditures, certainly for.China, and possibly for 
Latin America, And the Defence estimates are held by many 
Congressmen ‘to be too low. ‘The revenue estimates accepted by 
Congress, moreover, may quite easily look very shaky six months 
from now. It may be that Congress would be willing, in the 
event of a business setback, to permit a substantial Budget deficit. 
But the Republican leaders have shown no sign of falling from 
orthodox standards, and it is difficult to discern where the 
economies suggested by Congress are to be found, at least beyond 
the foreign relief and recovery items which, Mr Marshall insists, 
form no more than 2 minimum lis?. 


“THE WORLD OVERSEAS 





Soviet Budget Survey 
(By a Special Correspondent) 


HE budget session of the Supreme Soviet of the USSR is over. 
Its time was entirely taken up by the motions of a quasi- 
parliamentary debate on the figures presented by the Minister of 
Finance, Mr Zverev. The peculiar interest in this year’s budget 
estimates has arisen out of the currency reform and the abolition 
of rationing, which took place in December last. How—it was 
asked—would the drastic revaluation of the rouble, at the rate of 


one new rouble in cash totem old Ones, affect the Government's 


revenue and expenditure for 1948? The answer has now been 
provided, and it makes possible a more precise opinion about the 
impact of the currency reform on the Soviet economy. 

But, apart from the things that have been said at the Supreme 
Soviet, the things that have been left unsaid are, as usual in Russia, 
no less significant. The Supreme Soviet has not officially. en- 
dorsed the campaign for speeding up the present Five . Year 
Plan and for its fulfilment in four years—a campaign which has 
for many weeks filled the columns of the Russiam Press. In be- 
tween the lines of his budget speech, Mr Zyverev suggested that 
he was opposed to speeding up the tempo. He openly repudiated 
the demands of several deputies for a bigger volume of capital 
investment in industry than that allowed for in his estimates. He 
argued that the revenue side of the budget was stretched to its 
limits and could not support any additional expenditure, It 
seems that the issue had been, or was still, the subject of a tug-of- 
war between various Government departments, some of which un- 
doubtedly pressed for a quicker fulfilment of the Five Year Plan. 

One the ae of things, “ sound finance,” embodied in the some- 
what professorial figure of Mr Zverey, carried the day. Bur is 
it_ merely “sound. ce” that has militated against the Five 


Yoar Plan in four years? Mr Zverev’s estimates have provided 


for a surprisingly big budget surplus: revenue in 1948 is to ex- 
ceed expenditure by 41 billion roubles. The surpluses for the 
two previous years, too, add up to 42 billion roubles. The accu- 
mulation of such large reserves in the Soviet Treasury does not 
suggest that purely budgetary considerations prevent bigger money 
outlays. The relative shortage of materials and productive capacity 
apparently does not allow industrial output beyond the targets 
originally planned} Mr Zverev gave many instances of the scramble 
for searce materials berween the various state-owned trusts and 
combines, as well as of the freezing of capital in uncompleted con- 
struction. Under such conditions, higher appropriations for capi- 
tal investment would have merely intensified the scramble and 
produced inflationary effects. This consideration seems to have 
outweighed—perhaps only temporarily—the political motives for 
turning the Five Year Plan into a Four Year Plan. This year’s 
appropriations have been so allocated as to speed up the comple- 
tien of plant under construction. 

The overall figures of the estimates for 1948 are much higher 
than those of the preceding years, in spite of the recent drastic 
monetary deflation. This puts the inflation of the rouble and the 
currency reform of December in the right perspective. The 
depreciation of the rouble proceeded along two different lines. 
In the free market, in the “ commercial ” shops and at the bazaars, 
the purchasing power of the rouble was officially between one 
tenth and one fifteenth of what it was before the war—in actual 
fact, it. was even less. ‘This was the “ galloping ” inflation simi 
to that experienced by most continental countries. In the 
sector of the national economy, however, the roubles a 


much more moderate loss of eee a loss comparable 
to that suffered by the pound or the dollar. In transactions be- 
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tween stat¢-owned trusts and combines, prices ‘also rose, primarily 
because of rising wages ; but the rise was kept under con control. ‘In 
that ‘sector, the rouble lost roughly only 50 to 60 per cent of its 
prewar purchasing power. The currency reform has apparently 
not aimed at restoring to the rouble its prewar purchasing power, 
but at stabilising it at the value which it has retained in ‘the 
planned economy, at about 40 or 50 per cent of prewar. This 
explains why the overall figures of this year’s budget are so high, 
oughly twice as high as those of Russia’s last two prewar 
budgets. In other words; the reform has aimed at adjusting the 
free-market rouble to the rouble of the planned economy, ‘that is 
10 say—at an integration of the national price structure. 

The table below shows the main figures of the budgets for this 
and the two preceding years: 


Soviet BupGETS FOR THREE YEARS 
(In Billions of Roubles) 


1946 1947 1948 
(estimates) 
Revende HN. aN EA 325 -4 385-2 429- 
Turnover tax. ....../.. 123-0 239-9 280-1 
Direct taxes... 24 Js 40-4 28-0 31-1 
Prot 4am: i ses 065!4 = ohn 16°8 22-4 ? 
EE EE EE Fa a 25-7 22:6 
Expenditute .., 2). sin.0<ss 307-5 361-2 388-0 
National economy,...... 106-2 132+7 149-0 
Social services .......4. 80-4 106-5 116-3 
Delenoe isi. 6. TAIT 72-6 66-4 66-1 
Administration......... ? 13:0 13-5 
Loan service .....4.¥s»- ? 6-5 3°5 


Drive for More Consumer Goods 


As usual, the turnover tax, which falls primarily upon consu- 
mer goods, is the biggest single item of revenue, It provides a 
reugh index for the volume of consumption. The yield of the 
turnover tax is expected to be more than 4o billion roubles higher 
than last year, and about 157 billion higher than in 1946. On the 
other hand, Mr Zverev has stated that in consequence of the 
lowering of the “commercial” prices, which accompanied the 
abolition of rationing last December, the Treasury “loses” 57 
billion roubles. This means that on the basis of last year’s prices 
and rates of taxation, the yield of the turnover tax is expected to 
be about 40 per cent higher than last year, a result which can be 
obtained only if the volume of consumer goods increases in similar 
proportion. Much effort is being directed now towards in- 
creasing the supply of consumer goods, but it remains to be seen 
whether the results will come up to expectations. Mr 
Zverev probably had some doubts when he insisted that his 
revenue estimates were “ stretched to the limits.” A.40 per cent 
increase in the supply of consumer goods withim one year would, 
indeed, be no mean achievement. 

On the expenditure side, the appropriation for national economy 
is the biggest single item. Of the 149 billion roubles, about 61 
billion are allocated to capital investments in industry. If one adds 
up all the figures which Mr Zverev has given to show how the 
fund for national economy is distributed between the various 
branches there remains an unexplained gap of 17 billion roubles 
between their rotal and the total appropriation. 
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APPROPRIATIONS FOR NaTionaAL ECONOMY oantuge 

(In Billions of Roubles) ea 

. ae 

Industry «4 .. siege oe cece eee rine ste 83-9. ee 

Agriculture .........+-ssne pe cens ane 16-8 O° 

Transport ....0.-5-22ee ee eee er gases 12-0 13- Tt 
Fees so oo ks tna ks ore Uo aaa 4-2 4-2" 

ee ee ws 23g BOD 

116-9 131-9: itp 
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It may be-that this “gap” is just one of those loose ends which 
any student of the Soviet budgets tries hard to tie up, sometimes 
in vain. But it may also be that the “gap "—17 billion roubles 
represents an appropriation for the development of atomic ¢ 
It is at any rate under this heading that such an spree 
should logically come, though it may also be included in the: 
penditure on defence. 


#5 


Drain of the “Cold War ”’ 


The expenditure on defence has been stated to be two oat 
half billion less than in 1947, apparently because the expendingfe 
in 1947 slightly exceeded the original estimates. The big cut in 
defence expenditure was made in 1946, when appropriations for 
the armed forces were brought down to nearly 50 per cent of the 
wartime expenditure. Since then the cuts have nominally been 
very small. But in view of the depreciation of the rouble after 
the war, the actual cut in the expenditure on defence, as measured 
in real values, must have been considerably greater than the 
budgetary figures suggest. The real defence expenditure probably 
amounts now to that of 1939 (nearly 40 billion prewar roubles) 
at the most. However, this is still an enormous expenditure, In 
this year’s figures the appropriation for defence is higher by 5 
billion roubles than the appropriation for capital investment in 
industry. 

It is difficult to compare the proportion allocated to defence in the 
Russian and other budgets, because of the vast differences between 
the structure of those budgets. The expenditure of other Bie 
ments, for instance, does not include such massive appropriations 
for national economy as does the Russian budget. If the figures 
of the Russian budget were to be rearranged so as to be compar- 
able with the budgets of capitalist countries, it would probably 
appear that the Soviet outlay on defence amounts to 25-30 per 
cent, and not to 17 per cent as claimed, of strictly sorccnneal 
expenditure. This gives a measure of the drain of the “cold 
war” on Russian economic resources. 

The second biggest item in expenditure, coming next to the 
national. economy and before defence is, however, “ social ser- 
vice.” Of the 116 billion roubles allocated for that purpose, 
nearly 60 billion roubles is for education. In addition to that, about 
30 billion roubles are spent on education from the budgets of the 
republican and provincial administrations. Thus, the total national 
expenditure on schools is still nearly 50 per cent higher than the 
expenditure on defence or than capital investment in the basic 
industries. This year 33 million pupils receive education at Soviet 
schools—722,000 at the universities and high technical schools. 
The “cultural revolution” in Russia is still in full swine. 


Italy between East and West 


(From Our Rome Correspondent) 


Q? N January 23rd, the day after Mr Bevin’s proclamation of the 
need for a European Union which should include, he said, the 
new ” Italy, Count Sforza, the Italian Foreign Minister, told 
oe press in Rome that Italy would co-operate with all her 
strength along the lines proposed by Mr Bevin, to whem he paid 
a warm personal tribute. Naturally, added Count Sforza, Italy 

ld have to come into the proposed system on a footing of 

ect parity. The welcome to the “ Bevin Plan” was elaborated 
by a spokesman who said that a meeting of the new Italian 
Ambassador in London, Duke Scotti, with Mr Bevin was 
“almost certainly ” concerned with the overture to Italy, Count 
Sforza took the occasion also to send a warm telegram to Mr Bevin 
on the progress of Anglo-Italian commercial discussions in 
London. The Count has returned to diplomacy and to his former 
post after an interval of a quarter of a century, and would seem 
sometimes to feel himself back in the days when foreign. policy 
was a tal responsibility in which no Government 
colleague interfered. Annd a great os and cry about Sferza’s 


“oe 


statement from the Communists, Premier de ri was 
buttonholed by Pietro Nenni, who gained from him an assurance 
that Italy had not become involved in any political or military 
undertakings, 

On January 27th Count Sforza reported to the Cabinet on 
foreign policy. Far from echoing his offer of co-operation t 
Italy “ with all her strength,” the Count, according to the 
statement, defined the country’s position as that of “an attentive 
observer of all that is going on in the world.” Meanwhile it was 
explained by a spokesman that Duke Scotti’s talk with Mr 


had been not about Western Union but about the bloodshed in 


Sete ak He an essen ets Plan” news, was 
unrelated to Mr Bevin’s proposals. the i a- 
Gon of colonial ce bere eet the chet of Moga a 
has revived in the circles of the Right the Left, bt 
not of the Left Centre—the Machiavellian interpretation of B 
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world policy aS@,finely integrated combination of high purposes 
with Secret’ Se “iplottings, the press turned to analysing Mr 
Bevin’s utterance, Communist press had, of course, long 
since discernéd in it a mere capitulation of British Labour to 
Churchill, Wall'Streetand the “ warmongers.” The “ bourgeois ” 
press followed with verdicts that Britain, in this business, had 
little or nothing 10 offer. The tone, at best, was distantly polite. 


In this coolness, besides the reflection of resentment at what 
is here represented as ee isolated veto upon Italy’s 
“ African mission,” ‘there » ps some all-too-human 
enjoyment of the first eats ’ which the British Government 
has invited Italy fo be obliging “since May, 1940. How 
often, since 1643, has. aly. mecked at the door of --the 
Allies, the United -N the’ Peace Gonferences, the dis- 
cussions on Germany, Sa and. elsewhere, asking to be allowed a 
place and a say ?~ It is but a few months since Italy fecovered 
its SOV a rights, amd it is sweet for experts in diplomacy to 
murmur "at the end of a long series of compulsory affirma- 
tives. Count Sforza is different. By reason of his prolonged exile 
abroad he feels much less involved in the defeat of Mussolini’s 
Italy than those who-ate now forming “ bourgeois ” opinion in 
the big circulation ‘Newspapers (many now appearing anew under 
their pre-Capitulation titles), and he shafes much’ more sincerely 
in the sentiments of the Western victors. “Nothing which has 
in the meantime happened has disturbed his honest hankering 
after the good manners of the Concert of Powers when on their 
best behaviour. It was in this spirit that he uttered his prompt, 
cordial and, for the moment, sterile applause for Mr Bevin. 








Appeasement of the East 


The first reaction of Italians generally to a European» union 
is to consider what protection they have inside or, alternately, 
outside such a union against the Slav world which, with its 
teeming birthrate, is pushing against the new and precarious 
frontier at Gorizia and across the narrow Adriatic. The Com- 
munists simply recommend appeasement,.which the Western 
Powers have, since 1945, urged upon the Italians of 
Fiume and Istria as the only way of bettering their lot 
under a Slav rule too strong for any thought of shaking 
it off without war. Continued appeasement, in the affairs 
of the Free State of Trieste and in all international negotia- 
tions where Italy might be tempted to take a line displeasing to 
Russia (for example, in the» question of future relations with 
Germany) is the one safeguard of peace recommended by the 
local Communists to the Htalian nation. It is a safeguard not 
altogether despised by some eminent people in the business world. 
As one of these said: “ Italy’s national interest lies in shifting the 
inflammable frontier between Egst and West outside her own 
vicinity. As this frontier cannot be shifted to the East the only 
course is to shift it to the West, if possible beyond Portugal.” 


Renunciation of the freedom to appease the Slav world is the 
price which Italians see themselves paying if they join a Western 
Union frowned upon by Moscow. Freedom to rearm in excess 
of the limits imposed by the Peace Treaty would be a desirable 
prize—but one which the Western Powers themselves, it is sup- 
posed, would at this stage be shy of conceding. A restitution of 
part of the Colonial Empire, not so much for its material value as 
for the moral satisfaction of the implied readmission to the white 
men’s club of Africa, is another desideratum. Here there are the 
usual complications. Russia is at this moment supposed to be 
indulgent to Italian colonial Reco see because Britain is opposed 
to them. If Britain, the chief objector, became the advocate of 
Italy, would not Russia shift to the other side? Colonial restora- 
tion does not solve but aggravates the problem of national security. 
There is in fact only one alternative to appeasement as a safeguard 
for a weak Italy against an embattled and aggressive Slavdom—it 
is strong military protection from the outside. 


Price of Western Union 


Italians of the mentality which is here being considered do not 
believe that a combination of Western European nations can at 


present provide such a shield. It is the United States alone which | 


in their view could provide it. But is it necessary to purchase 
such shelter by a political act which would enhance the danger 
from which shelter is sought? According to a widespread opinion 
it is not. The appearance of the American fleet in force in the 
Mediterranean, the establishment by America of a worldwide net- 
work of airbases and (who knows?) of atom bomb deposits, is 
viewed not-as_a benefit conferred upon the small powers of the 
world but as ‘am-expression of innate American. sambitions. If 
there were any signs..of, »-werld-strategy curtailing its 
attentions, then it might be néCéssary to pay for the retention of 
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_ those services—unless the di ance of this ae contestant 
_ led (as the Conimunists aver that it" Wwourgy to the elimination ‘ 


the defensive aggressiveness, as they term it, of the East. W 


, all. these calculations in mind, a vast mass of Italians are pevoed 
_ to think that to enter a Western ‘bloc . would: enhance. 


without bringing any addition to the degree of security which Tra 
already enjoys. For all his closeness to the Vatican, which has its 
own quite particular reasons for fearing and disliking, the East, 
de. Gasperi required from his Foreign Ministef a policy merely of 

“ attentive observation,” not greatly different, in reality, from what 
is yociferously demanded by the Communist Opposition. 


’ Urgent Need for Economic Aid 
But, in addition to being the disarmed neighbour of Slavdom, 


Italy suffers from bitter economic-problems..which have been 


inherited from a war which her -rulers entered upon with 
the slogan, “Expand or Explode.” ‘The result has been that 
Italy has lost colonies, some home territory, —— and instal- 
lations of many ports, vast numbers of bridges, of houses, e 
ships, and the trading. ones past generations. 

other hand, its birthrate, which a om years in the Geobd 
part of the war, has attained a round total of 475,000 annually 
for 1946 and 1947, compared with a prewar average of 417,000. 
According to one authority, Italy is equipped to absorb only 
60,000 of these new surplus Italians into her economic organisa- 
tion each year. Unemployment, the official statistics for which 
may be disregarded as meaningless, is currently reckoned at 
2,000,000, concentrated largely in industries for which the changed 
circumstances offer a doubtful future or no future at all. Their 
re-employment implies, , accordingly,” the ~ equipment “of new 
industries. 

If the political aversion of the Communists to ideas of a political 
union of Western Europe are, for the reasons already widely stated, 
shared in Italy, this is far less true of the negative outlook adopted 
by them towards the Marshall Plan and towards all the “ Western ” 
economic plans in which Italy is now being encouraged to take a 
share. Two series of discussions have been held in Rome during 
the past few weeks—the enquiry of the Anglo-French Marshall 
Plan experts into the help that can be given by and to Italy 
combined planning and the Man-Power Conference, which will 
leave behind it a permanent organisation in Rome: Still 
more far-reaching projects, which could only mature in a period 
of years, have been discussed at the Franco-Italian talks in Brussels 
on the project for economic union of the two countries. A further 
Meeting on the subject in March has been arranged. -. 


The policy of the Government, it is fairly evident, is to enter 
as wholeheartedly as possible into these and all other openings for 
economic co-operation with the West while remaining an “ atten- 
tive observer” of political alignments. And in this attitude, 
more shrewd than heroic, they appear to enjoy wide support from 
those who are capable of calm reasoning—often the same people 
who in public appear to be the victims of blinding political passion. 


Northern Light on Mr Bevin 


[BY A CORRESPONDENT] 


Mr BEVIN’S proposals for the political consolidation of a vaguely 
defined Western Europe have imposed a new strain on the struc- 
ture of Scandinavian unity which, though never as strong as 
commonly supposed, had recently ‘been reinforced by a general 
desire to share the economic benefits of the Marshall Plan. 
Norway alone has reacted positively—which is ironical, since 
Norway is usually the. main. obstacle to closer collaboration 
between the Scandinavian.countries alone. Denmark and Sweden 
have reaffirmed their aversion to blecs and their hopes of main- 
taining neutrality. 


Yet the Norwegian standpoint is consistent with recent declara- 
tions. of, policy. Several weeks before Mr Bevin’s speech, when 
M. Jaspar visited Oslo on behalf of the Benelux Union, the 
Norwegian Foreign Minister, Halvard Lange, had spoken of the 
implications of Marshall aid. 


“ Wein Norway are fully prepared to join in the work of building 
closer ties between the countries of Festern Europe, because i 
nat armada iene ets g our common democratic 
way life.” 


There was; he admitted, a long way to go towards the customs 
union of Western Europe. But, as a preliminary, regional agree- 
ments should be sought j:and the Scandinavian Premiers have 
just-mer-in’ Stockholm fo corisider a northern Ccust6ms union: 
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Norwegian press comments on both Right and Left received 
Mr Bevin’s proposes very favourably, but asked what exactly 
they meant ? — we were the northern states not asked specifically 
to join the union of Western E ? Last week the politicians 
made public their reactions, Me Lovee was the last to voice an 
opinion, favourable, but comparatively guarded. His Labour 
colleagues, unemcumbered by the responsibilities of office, had 
provided a sufficiently forceful background to make a more definite 


speech unnecessary. : 
The able and influential chairman of the Board of Economic 
Co-ordination, Mr Klaus na, had on two occasions publicly 





and strongly urged the necessity 


} of Norway’s participation in the 
reconstruction of Europe. And on February 4th the Oslo Labour 
Party executive unanimously passed a resolution, which called on 
the Government to give full support to the British initiative, and 
which urged Oslo workers to join the Home Guard. Such a 
declaration from this authoritative quarter is considered by 
several competent observers to be the most important political 
document produced in Norway during the last two and a half 
ears. 

: Reactions in Denmark and Sweden were less spectacular ; but 
it should be noted that the speech of the Swedish Foreign 
Minister, Undén,»was much less negative than British press 
reports suggested. In both countries official comment has em- 
phasised the determination to avoid being incorporated in any 
bloc of Great Powers. A strict neutrality would remain their 
chosen policy, but a neutrality consistent with their obligations 
as members of Uno and their duty as northern countries. 

In Sweden the Opposition supported the Government’s stand 
against “ bloc-making.” But there are indications that important 
members of both Houses take the same position with more 
reservations than they permit themselves to express openly. Such 
considerations do not inhibit unofficial comment. The reception 
of the Bevin proposals in the press has been generally favourable. 
But once again their vagueness permits a wide variety of inter- 
pretation in accordance with the interpreters’ predilections. Some 
of the more important papers have given too much attention to 
military implications, which is unfortunate, since they confuse 
the issue. Several radical organs, however, write that the forma- 
tion of a Western bloc is necessary as the only alternative to the 
enslavement of Europe. This undoubtedly represents the outlook 
of the average Swede. And the forthright but carefully worded 
attack on Communists in the Foreign Minister’s speech may be 
considered as a concession to this attitude. 


Hesitation Over Finland 


In Denmark there is a distinction between unofficial and official 
comment. There, too, the responsibilities of office and the 
inheritance of a traditionally neutral policy make the Government 
cautious. Yet in some respects it interpreted popular reactions 
more faithfully than the Swedish Government appeared to do. 
The newspapers).commented late-and rather reluctantly on Mr 
Bevin’s speech. » Lately, however, more favourable reception has 
been accorded to Mr Bevin’s ideas. Two former Ministers of 
Defence have made speeches strongly in favour of a northern 
customs union, and of a clear choice by Denmark of its position 
“in the fight between democracy and dictatorship, between 
freedom and oppression.” Opinioti’is veering towards a more 
positive stand. The traditional friendship for Britain is ‘new 
growing after its decline a year or so ago, and this undoubtedly 
increases support for the Western European Union. Yet. it 
would be rash to believe that Denmark would join afy partnership 
which could eventually be turned against Russia. 

Limited co-operation in such @ union is nevertheless likely 
from all three countries. A limiting factor, to which too little 
weight is often given, is their common determination not to 
increase Finland’s difficulties. In recent weeks there have been 
many signs that the Russians Were putting themselves in a more 
favourable position for assuming fuller control of Finland, if 
this should be deemed necessary. Externally, the one thing that 
would certainly impel the Russians to act would be their con- 
viction that the other Scandinavian states had committed them- 
selves to the West. This reinforces. old arguments for neutrality. 

The vagueness of Mr Bevin’s proposals also sets a limit to any 
precise and purposeful reactions. They raise fundamental 
questions. What is the exact distinction between economic co- 
operation under the Marshall Pian, which is accepted, and the 
Political co-operation proposed by Mr Bevin, which, until more 
clearly defined, is ruled out by a policy of neutrality? The dis- 
tinguishing features were blurred by Mr Bevin’s speech, but they 
can easily be brought into sharp focus again. The: Scandinavian 
countries will then be able to see how the result squares with 
their desire to maintain policies of neutrality. 
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<®,Jews in  Cypruss 


[FROM A CORRESPONDENT] 


Wir the anrival of the Pan Crescent and the Pan York on 
January Ist, the number of Jews in the camps.at Caraolos, 
Xylotymbou and Dekhelia was raised to 315344. The dis- 
embarkation of the 15,450 from the two. ships, was carried out 
smoothly and speedily by the Sixth Airborne Division, but their 
absorption into the camps has proved a more difficult matter. Only 
8,000 Jews are accommodated in Nissen huts, and the remainder 
were under old and often damaged canvas. In the only camp 
where exact figures were available there were 23435 Jews in tents 
designed for 2,210. Many families separated on the ships have 
not yet been united. There are 6,000 children in the camps, and 
the birth-rate is more than 1§0 each month. 

Tension in the camps was perhaps higher than.at any time 
since the hunger strike in April, 1947. Two immigrants, attempt- 
ing to visit relatives, were shot a few weeks ago,and the military 
have ordered guards to opém fire on any immigrants ‘cfawling 
through the wire. The Haganah have threatened to retaliate if 
this order is carried-out. Much of the tension is dué to the 
situation in Palestine and the feeling among the immigrants that 
they are held in Cyprus at‘a moment when they are most needed 
for the defence of “their country.” But it is clear that the present 
state of overcrowding cannot long continue with safety. 

Meanwhile, the Cypriot views with disfavour the raising of 
the Jewish population to a trifle more than that of Nicosia, the 
island’s largest town, while it is no secret that even the Cyprus 
Administration have protested vigorously since the opening of the 
camps. The Secretariat repeatedly deny that the camps are a 
drain on the island’s resources, as arrangements have been made 
to make available only such supplies as are surplus to local re- 
quirements, but it is that surplus which is the one guarantee 
that prices will remain low. During the past year the cost of 
fruit and vegetables has risen by more than £00 per cent. 

Although the Cyprus Government has recently reiterated that 
Cyprus will be cleared of Jews before May 15th, so far nothing 
has been said regarding arrangements for their transfer, nor is 
there any indication of an increase in the Palestine quota. 
As a result of the blowing up of the Ocean Vigour by terrorists in 
April last year, the British Authorities have refused to provide 
transport for released internees. These have been carried in small 
vessels chartered by the Jewish Agency and capable of conveying 
about two hundred refugeeseach trip. Such vessels would be 
useless for a wholesale evacuation, but the Pan Crescent and the 
Pan York, with their original crews, are still in Famagusta Bay, 
making it theoretically possible to transfer the whole 31,000 to 
Palestine in three weeks. It is clear, however, that if complete 
chaos is to be avoided, the operation will have to be spread over 
several months. What is most probable is that a special quota 
will be granted for children, and the adults will follow in three 
monthly shipments on the Pan Crescent and Pan York. 


High Cost of the Camps 


It is unlikely that the total cost of the camps will be known 
for some time. “The American Joint Distribution Committee, 
providing additional food and comforts at the rate of 30s. per 
head per month with only 3 per cent administrative expenses, 
estimated that they had spent £312,500 by the end of 1947, and 
that in 1948 they would need £45,000 per month. Putting the 
Army figure at £6 per head per month, the estimate would be 
£1,250,000 for food alone. The total cost was estimated by Sir 
Godfrey Collins (Commissioner for Jewish Camps) at £4,500,000. 
Last February the Chancellor of the Exchequer stated that the 
whole cost of combating illegal immigration would be a charge 
against the Palestine Government, but so far there has been no 
indication that the Palestine Government will accept that charge. 
There ‘is a growing feeling that in the end it will be the British 
taxpayer who will pay. 

The future of the camps themselves is again only open to 
conjecture. The hutted camp at Xylotymbou, officially stated to 
have. cost half a million to. build, is the: only one likely to have 
any value as permanent quarters for British troops.. As they 
stand, the three camps could probably house 20,000 men tem- 
porarily, under reasonable conditions, but officers in charge have 
stated that after the evacuation of the “illegals ? the camps would 
need six weeks’ preparation to make them inhabitable. Local 
reports state that of the 30,000 troops ‘coming: from Palestine to 
Cyprus, 12,000 would remain as a permanent garrison, and that 
the two tented camps at Dekhelia and Caraolos were to be 
eventually demolished. 
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Britain’s Balance of Payments 


HE publication on Tuesday of this week—only two days 

before the crucial debate on the new wages policy—of 
the White Paper on the balance of payments in 1947 (Cmd. 
7324) may not have been specifically designed to strengthen 
the Government’s hand for that occasion. But, from that point 
of view at least, the release could not have been better timed. 
The balance of payments is both the resultant and the measure 
of all the pressures—economic, financial, political and social— 


which have forced Britain in the past two years to the very: 


brink of the greatest peacetime disaster of modern times. And 
though this document speaks only in the cold language of 
statistics, it starkly portrays the rake’s progress during these 
past twelve months. The Government and the officials con- 
cerned are-to be congratulated upon presenting a more detailed 
analysis of Britain’s overseas payments, on capital as well as on 
current account, than has ever before been attempted ; the 
estimates seem to be as complete and as objective as the avail- 
able information and official zeal can make them, and though 
many items are necessarily tentative and liable to a wide margin 
of error, it isa praiseworthy effort. 

There, however, the scope for congratulation abruptly ends. 
The “ Economic Survey ” issued twelve months ago was then 
described as one of the gravest warnings ever uttered by a 
British Government. But the lesson of this statistical White 
Paper is infinitely more grave. The “ Survey” based its pro- 
grammes on the assumption—which certainly was not over- 
cautious—that it would be “ unsafe” for Britain to borrow in 
1947 more than £350 million. In fact, the net depletion of 
the central reserves of gold and dollars (including of course the 
drafts on the North American credits) was almost three times 
as large as this maximum “ safety” limit, and the net deficit 
on curre&t account for the United Kingdom alone was almost 
twice as large. Thus it has happened that the reserves and 
credits which two years ago were intended to last the sterling 
area until 1950—the year in which equilibrium was then 
expected to be reached—will run out in a few months’ time, 
while a huge and apparently unbridgeable gap remains. 

By what means was more than £1,000 million of the central 
reserves expended in a single year ? Britain’s own net require- 
ments in the dollar area absorbed £677 million ; the remainder 
was absorbed by the direct dollar needs of the rest of the 
sterling area (£273 million gross, less £84 million financed by 
sales of newly mined gold) and by the net hard currency expen- 
diture in other countries by the sterling area as a whole (£157 
million). In this third category, which relates to net payments 
to non-dollar countries which convert only part of their sterling 
receipts into gold or dollars~it has been found impracticable 
to apportion the drain between Britain and the rest of the 
sterling area. It was in this category that the direct effects of 
the experiment in convertibility, and of the resultant disastrous 
Tun on sterling, was experienced. 

As Table II shows, the total depletion of reserves was more 
than four times as great as in 1946—a net deterioration of 
nearly {800 million. The increase in Britain’s own direct dollar 
deficit on current account, from £340 million to £626 million, 
accounted for £286 million of this, and the rest of the sterling 
area accounted for £228 million. In addition, there was a 
deterioration of no less than £237 million in the balance of 





hard currency payments between the whole sterling area and 
non-dollar countries, while an additional £48 million of dollars 
had to be provided for subscriptions to the International Bank 
and Fund. 

The United Kingdom, in addition to its current account deficit 
of £626 million with the dollar area (defined as the United 
States, Canada and other “ American account countries ”’), had 
a deficit of £54 million with the rest of the Western Hemisphere 
(principally Argentina), and one of £75 million with the other 
non-sterling countries, making a total of £755 million, compared 
with £350 million in 1946 ; but a UK deficit of £30 million 
in 1946 with the sterling area was last year converted into a 
surplus of £80 million. The global current deficit for the 
United Kingdom was therefore £675 million, compared with a 
revised estimate of £380 million for 1946 and the “ Economic 
Survey” programme of £350 million for 1947. r 

It is instructive to analyse the sources of this deterioration. 
The debits and credits are set out in detail in Table I, which 
shows that imports at fob values rose by 44 per cent, from 
£1,092 million to £1,574 million. But the actual volume of 
imports rose by only 14 per cent. In other words, only £153 
million of the expansion was due to the increased bulk of 
imports ; the remaining £329 million of the addition to the 
bill resulted from an average rise of 26} per cent in prices— 
an increase which accounted for over £30 million more than 
the whole deterioration of £295 million in the final deficit. 
Although the import figure was increased by no less than £44 
million by the cost of ships purchased last year, it demonstrates 
strikingly enough the devastating effects of the worsening of 
the terms of trade. Government expenditure abroad has, of 
course, fallen sharply, thanks to a reduction by almost two- 
thirds in military expenditure, and an even steeper decline in 
payments for relief and rehabilitation ; these reductions have 
more than offset the effects of a doubling of the net cost of the 
British zone in Germany. Other. invisible items, taken as a 
whole, are most disappointing ; instead of yielding a consider- 
able net revenue, they actually show a net deficit of £15 mil- 
lion. In 1938 there was a net invisible surplus of £248 million. 
Though it does nothing to explain this depressing performance 
in 1947, it should be noted that the apparent deterioration, by 
no less than {£129 million compared with 1946, is partly 
illusory ; imports in 1946 included substantial shipments from 
British-owned stocks abroad: in consequence, a corresponding 
credit for the value of these goods was included in miscella- 
neous invisible receipts, which were not similarly inflated last 
year. 

Even more illuminating is a comparison of the actual results 
for 1947 with the original estimates for that year—a compari- 
son whichis free from such fortuitous distortions. The error in 
the forecasts was much greater than the worsening of {325 
million in the deficit, compared with the “ Economic Survey ” 
estimate, implies. The rise in prices, as already noted, added 
£329 million to the bill for imports, while exports, despite the 
rise in prices, yielded £75 million less than the £1,200 million 
for which the “ Economic Survey ” budgeted. Government 
expenditure exceeded the estimate by £36 million, and other 
invisibles (net) cost £15 million instead of yielding £75 million. 
The gross deterioration, by comparison with the estimates, was 
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therefore no less than £530 million. It was reduced to a net 
£325 million (the amount by which the final deficit of £675 
million surpassed the original estimate) by the cuts in imports ; 
for although the total value of imports exceeded the “ Economic 
Survey” figure by £124 million, the reduction in the total 
volume (to only about three-quarters of the pre-war volume) 
apparently meant a saving on the original estimates of some 
£200 million. 

Apart from the rise in prices, the most serious source of 
loss is undoubtedly the disheartening trend of the invisible 
items. At first glance, shipping income has been well main- 
tained, for net receipts total £17 million, nearly twice the 1946 
figure, and only {3,000,000 short of that for 1938 ; but the 
effects of the wartime loss of tonnage have been masked by the 
rise in freight rates and by the fact that a smaller tonnage is 
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1958 i 196 | Provisional 
gate ot. ae 2H auth... ae eae ae a) 
I, Imports {f.0.b.).... .50cacavnsertobeses> ee 835 ; 1,092 1. ¢ 1 See 
2. Government expenditure :-— | | 
de) Military (mith 5 ick. Cd eein ee ar 008 } 230 | 80 
(bs Relief and rehabilitation............ | 110 62 
(c) Cost of Germany (met).......-..-.. 40 79 
Gry ORer Wa dbccis bcces ec isos escoe | —-#” a 10 
Total Government expenditure ©... i 16 290 i 211 
i a Bt PRE | 80 140 163 
4. Interest, profits and dividends ..........4 j 30 TT 4 
5. Film remittances (met) ...............--- 7 17 13 
6. Tourist payments... ....5,ccsseseeseeeees i 40 26 50 
7. Total payments. ...:......c08eees Fs od bem 1,008 | 1,642 } 2,105 
Receipts } 
8 Exports and re-exports (f.0.b.) ,.,..00.04 535 } 838 1,125 
S, SRIGMENES. « . . sae sub. ts wees 100 149 180 
10, Interest, profits and dividends | 205 152 145 
BA, Otinee Belt). ccc s ip - 0 Fe eeEes 0B cpbbnc aks i 100 j 73 —20 
sliding bthtp—nisia agian 
Sa Yehak veetots «0052-5. eFenvts-p sce ee [938 | 262 | 1,430 
Surplus (4-) or Deficit (—) om Current Account 
3. With Stefling Avéa cio. cc ccc ccc see ecs pe | - » 80 
14. With Western Hemisphere...........+... i exp | 360 — 680 
15. With Rest of World’. .c.cccccscccccccass | | + 10 — 75 
_  . rerreerrigrserres Pe¥bpsassecosswen | WO | ae | SOS 
TaBLe I1[—Drain on ReEseERvVES, 1947 
(£ Million) 
seinaed , 
Drawn on; 
Total Decrease 
Net in } 
Draia Gold and Inter- 
on Dollar US. Canadian national 
Reserves H * Credit Credit | Monetary 
i Fund 
Didnt. t ! 
{ | | ' 
1947, first half .... 467 69 360 38 ei 
} 
Nip u...155 i ae —52 173 Meoeds Ge, 
BOE ic. 5. skin } 156 — 8 149 15 ia 
September ...... i 93 68 oe 10 15 
October >. 6... .. 67 27 sie 10 30 
Noveurber....... 59 4 z 10 15 
December. ...... i 48 } 13 25 10 al 
Total ....... eee ee ee 
i 


* Exchange Equalisation Account holdings of gold, U.S. and Canadian dollars. At the 
end of 1947 these amounted to {512 million. 


Notes on Tasre I 


Item 1. The figures cover actual payments for imports, and not artivals as recorded in 
the Trade and Navigation accounts. The total for 1938 is estimated. Imports from stocks 
held overseas are included as well as imports for re-export and expenditure on the purchase 
ot ships (including oil tankers). 

Item 2{a). Expenditure on forces overseas less receipts from overseas governments on 
military account, including arrears, and from the sale of surplus stores. 

Item 2(). Mostly Unrra and advances to devastated countries. 

ltem 2(c). Identifiable net cast to H.M.G. of supplies and services to the civilian population 
in Germany. Excludes occupation costs. 

item 2(d). _ Includes the proceeds of sales of wool stocks held abroad and, in 1946, a 
credit for goods received from the United States under the terminal Lend-Lease settlement 
of December, 1945, which are also shown, as a payment, under Imports (Item 1). 

Items 3 and 9. Both these figures are partly estimated, They exclude tankers’ disburse- 
ments and freights, which are included with other oil transactions in Item 11, 

Item 10. Excludes insurance, shipping, and oil. 

Item 11. This is a miscellaneous collection of receipts and payments. The principal! 
items include the overseas. transactions of British oil companies, insurance, expenses of 
upkeep of British enterprises abroad, business travel, commissions, royalties, private re- 
mittances, It includes also (in 1946 and 1947) an allowance for errors and omissions on 
current account. 

Items 13-15. The split of the total deficit on current account between the three areas 
shown involves estimates of less reliability than the totals themselves. In this table Egypt 
and Sudan are included im the Sterling Area until June 30, 1947, thereafter in Rest of World. 


Notes on Taste Il 


Section I. 

An attempt is made here to allocate the net decrease in United Kingdom gold and dollar 
reserves so tar as possible between the United Kingdom and the Rest of Sterling Afea. As 
regards the dollar area no serious difficulty arises although even here excessive weight may 
have been given to the United Kingdom share—for example, the whole of British oil com- 
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occupied in carrying British imports, because of their reduced 
volume. The prospect for the current year should be better, 
thanks to a bigger tonnage of shipping and to the resumption 
of double-bunkering in British ports, which will reduce shipy 
disbursements overseas. Tourism has falsified all the high 
hopes which were being raised twelve months ago. British 
outgoings have been been extravagant—at {£50 million, they 
were almost twice the 1946 outlay—while receipts have been 
so small as to be not worth showing separately: they are 
merged in a miscellaneous net debit of £20 million which 
embraces, inter alia, the heavy expenditure by British oil com- 
panies abroad, business travel, expenses of upkeep of other 
British companies overseas, royalties, copyrights and certain 
emigrants’ remittances (most of which, however, are included 
in the capital account). Equally disappointing is the net 
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‘nha 
j 1947 
| 1946 Provisional 
~T. Net change in United Kingdom gold and x y Shi j 0 
dollar reserves :-— j i 
A. On United Kingdom account :— | —s7 ~—677 
1. Deficit with Dollar Area*... | —340 i 626 
2. Gold and dollar subscriptions { { 
to International Bank and i 
and ee aie. boas ce eaten. - 7 | 61 
B. On Rest of Sterling Area account:- + 41 ! ~~ 189 
3. Deficit with Dollar Area*... | — 3 i 266 
4. Gold and dollar subscriptions | 1 
to L.M.F. and Bank....... i — $ i 7 
5. Purchases of new gold from | 
Sterling Area.......... bee + 82 + 84 
| i 
C. On Whole Sterling Area account:- | i 
6 Net gold and dollar cereipts.| 
from or payments to other ! 
COURITIES . i npn p> o2.04 7:0 0099 + 80 | — 157 
7. Total change in reserves .... 22 | 1,023 
Il. Net change in United Kingdom external | 
capital assets :— i 
A. Assets in non-Sterling Area :- -~- 76 i + 55 
8. Gold and dollar subscriptions 
to LMF. and Bank ...... + 7 } +61 
9. Sales and redemptions of | 
United States and Canadian | } 
securities and repayment of | { 
Re eee AS — 13 Pp ageng 
10. Other capital transactions... — 7 + 1 
B. Assets in Rest of Sterling Area:- - 33 } +11 
1L Australian and New Zealand 
NE ERS. oo sk 3 Bane - 
12. Other capital transactions ... — 38 ; +181 
13. Total change in capita! assets —114 + 206 
Ill. Net one. im sterling balances :— 
A. 14. lances of non-Sterling Area 
SIND ccnukattn ates ob «hen i + 76 + 23 
B. 15. Balances of Sterling Area coun- } 
W684i 5. ond s'ced byes raed ‘ —- & | — 165 
16. Total change in sterling 
DOE cad badd otis ee oan’ j +0 | —142 
IV. Summary :— | 
17. Net drain on United Kingdom | i 
gold and dollar reserves. ... 226 1,023 
18. Net decrease in United King- 
dom external capital assets 114 — 206 
19. Net increase in sterling 
OONE S Si acloatlde ok owe 40 —142 
20. Total Overseas Disinvestment | 380 | 675 


* United States, Canada and other American Account countries. 
panies’ doliar expenditure is allocated to the United Kingdom though much of the oles 
is sent to the rest of the Sterling Area. Any logical allocation becomes impossible in dealing 
with the loss of reserves to countries which convert only part of their sterling receipts inte 
gold or dollars, This loss is therefore shown as attributable to the whole sterling area in 
Section 1.C, 

Section II, 

_Ttem 9. This includes repayments of the Reconstruction Finance Corporation and the 
Canadian Interest-Free loans. 

Item 10. This is a miscellaneous item and includes changes in official holdings of foreign 
exchange other than gold and dollars, repayment by France of the loan by H.M, Government, 
and, especially in 1946, an allowance for capital inflow into the United Kingdom. 
ee D- These gifts were effected by a reduction in sterling balances shown under 

em 15. 

Item 12. Includes sale and redemptions of securities so far as known and an estimate 
of capital investment and the movement of funds from the United Kingdom to the Rest 
of the Sterling Area. This figure is very tentative since it i ates in effect the “balancing 
on. + ° whole balance of payments. It is therefore liable to considerable amendment, 

ton ; ; 

Sterling balances comprise net liabilities of banks in the United Kingdom to their overseas 
offices and other account holders, including funds held as cover for overseas Currencies, etc., 
and loans to H.M. Government expressed in sterling or sterling area currencies. _ It does not 
inclade private holdings of securities. Sterling balances of the International Bank and 
every Fund are excluded, 

Item 15. In this'table Egypt and Sudan are included throughout in the non-sterling 
Section IV. 

_ In Sections T to IIT above changes in assets and liabilities are denoted by plus and minus 
signs bearing the normal in tion, i.e, plus equals an increase and minus equals a decreaes 
in each of these sections. In tion 1V these changes aré préserited as parts total overseas 
disinvestment, A decrease in reserves or in external ¢apital assets and an increase in sterling 
liabilities are therefore shown as positive (sign omitted); an increase in reserves and ja 
external capital assets and a decrease in sterling liabilities ave shown as negative (minus siga) 
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balance from interest, profits and dividends, which, so far from 
jmproving as had been hoped, actually declined from £75 
million to £51 million—less than one-third the prewar net 
income. Outward remittances increased by £17 million, or 
roughly 20 per cent, a reflection of the increased profitability 
of foreign enterprises operating in Britain, while receipts 
dropped by £7,000,000—a decline which may reflect the heavy 
purchases in London in 1946, especially by Indians, of securities 
of British companies operating overseas. 

Least satisfactory, from:a statistical point of view, is the table 
which attempts to analyse changes in the external capital assets 
of the United Kingdom (section II of Table If). The broad 
implication of this analysis is that whereas in 1946 Britain was 
attracting substantial capital from overseas, especially from 
outside the sterling area, in 1947 the tide was flowing strongly 
outwards so that Britain was accumulating assets abroad. It 
appears, however, that the two miscellaneous items (10 and 12) 
in this section, which together account for a credit of no less 
than £182 million in 1947 (compared with a debit of £108 
million in 1946) imclude such transactions as the efflux of 
emigrants’ capital and all unexplained capital withdrawals— 
“funk ” money—which can only be regarded as “ acquisition 
of assets abroad” by a statistical fiction. Such items are inex- 
tricably intermingled with the export of capital to the 
Dominions and Colonies for genuine productive developments, 
including the resuscitation of business connections overseas 
and the re-equipment and deferred maintenance of South 
African mines. This, in fact, is the residual item by means 
of which the whole account is balanced. 

The decline in sterling area balances (excluding private 
holdings of securities) can presumably be assessed quite 
accurately, and the amount involved ({135 million, apart from 
the £30 million reduction produced by the gifts from Australia 
and New Zealand) falls far short of the sum needed to 
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finance the sterling area’s £80 million current deficit with, the 
United Kingdom, its net draft (allowing for sales of new, gold) 
of £189 million upon the central dollar reserve for its direct 
dollar needs and its (unallocated) share of the dollar payments 
made outside the dollar area, The discrepancy is explained, 
in a book-keeping sense, by Britain’s apparent acquisition of 
capital assets in the sterling area to the tune of £181 million. 
Part of this sum represents outlays which may yield:a future 
return in the shape of non-dollar imports from expanded enter- 
prise abroad or return remittances, but this is hardly true of 
funk money or emigrants’ capital. Indeed, even if the whole 
sum could be regarded as probably productive in the long run, 
it would still represent a disproportionate and uneconomic out- 
lay, given the desperate urgencies of Britain’s immediate needs. 
This large “ investment ” abroad, added to the heavy repay- 
ment of indebtedness to the sterling area, Jast year imposed a 
huge and unwarrantable burden upon Britain. In the capital 
account, it is shown arithmetically as an offset against the total 
drain upon dollar reserves: It is in truth am extravagant— 
even a profligate—expenditure of those reserves, accounting 
for a total of no less than £316 million, or more than 30 per 
cent of the total drain on the reserves. 

The most obvious lesson of this frightening White Paper 
is that Britain must redouble its efforts to expand exports to the 
dollar area. But it must learn too that it is impossible to play 
the banker when all the customers are calling for their cash and 
the till is almost empty. It may be that the dollar gap can 
never be closed until the productive capacity of the non-dollar 
world expands. But Britain, as custodian of the central reserves, 
is no longer justified in diverting them to finance such long-run 
development. And if Britain’s own Marshall aid is to be thus 
employed, there must be much closer scrutiny of the outlays 
and sources of leakage than seems to have been exercised 
in 1947. 


Business Notes 


Equities in Flight 


Since the Government’s White Paper on Personal Incomes 
was issued ten days ago the Financial Times index of industria! 
ordinary shares (July 1, 1935 = 100) has fallen by a full ten points, 
from 124.1 to 114.0. In,its speed and extent, the fall in equities 
is beginning to match the collapse during the convertibility crisis 
of August and September last year. Prices have fallen on the 
average by 114 per cent from the “ Recovery Corner” peak at the 
very beginning of this year, and for those who place their faith in 
charts, the market trend is showing ominously bearish signs. 

The classical market crises in the past have always occurred 
through a combination of apparently unrelated events which in 
fact b s common origin. The present phase is no exception. 
No doubt the immediate fear of ordinary shareholders is that they 
will be at With a heavier bufden of profits tax—or even of 
dividend limitation—in the April B Rudess, in order that the Govern- 
ment’s wages policy can be dressed with a little syrup to appease 
the trades unions, But important though that may be, it is only one 
element in the larger pattern of inflation and its consequences. 
It was significant that the worst falls this week occurred, not on 
the fear of increased taxation, but on the revelation of the extent 
of Britain’s gold and dollar losses last year, and on the Chancellor’s 
emphasis, during the week-end, that a “further deterioration” 
had occurred, A market which has thrived on inflation since the 
end of the war was bound to be frightened when the cost was 
exposed to view. = - 

In this pattern, again, the sharp reaction in grain prices in the 
United States also has a natural part, for it shows the extent 
to which prices had been inflated by the pressure of demand for 
marginal supplies of scarce commodities. Given the present 
prospect of some increase in grain supplies during the coming 
season, three dollar wheat, it mun be hoped, has vanished, and 
few will regret its passing. — prices, however, have always 
been regarded as a ter of economic activity in the United 

many observers are asking if the severe setback in 
prices during the pest formight does not portend a serious cur- 


tailment of industrial activity this year. Wall Street’s nerves 
suggest that such fears are not being treated as mere fancy. Yet 
it is difficult, on the evidence which is forthcoming so far, to 
read the signs of an approaching depression on a global scale. 
Much of the froth has been whisked off American prices during 
the last two weeks, but they are still at satisfactory levels for 
producers. In any event, a fall in farm incomes, of itself, would 
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1946-7 ; 
Share and | te cm -_ os Yun 
. : } , } ’ no 
Denomination Value High ign | Le Low | 1948 1948 (Per Cent 
iz i 
| ' 

? i £sad 
United Steel 2.00.54. n 11/6 | 28/7} | 20/10)) 30/9 | 27% 1516 4 
Courtaulds ........... 41 20/- | 58/9 | 40/6 | 444 | 40/74 | 3 14 5 
Patons & Baldwins. ... 1 42/- | 124/6 | &9/- 105/- | 95/- 4443 
Imp. Chem. Industries i 17/9 | 53/6 39/3 | 50/9 | 46/- 14 621 
Morris Motors ........ ¥ 16/9 | 48/- | 31/3 | 4/6 | SY/- |7 39 
General Electric ....... 52/6 | 1131/3 | 79/6 6 | 8/- 14 2 4 
F. W. worth ..... | 5/- | 38/6 | 107/6  TI/- | 92/-xd 82/6 | 4 4 20 
Distillers .......-..005 4/- | 46/-* | 3/3 | 23/9 | 28/4} Su 1 
pe Tobaceo ..... 66/5 | 165/74 | 94/6 | 127/6 | 112/6xd' 517 4 
SR eae 13/6 et see | ta | ee 412 4 

i iicdinatice eet it 19/9 i 51/ 77/3.|.10/- 14 5 9 
Turner & Newali...... ae | 96/9 | oi | 83/9 | 78/9 (316 3 
. = Units. 


hardly reyerse the boom in new investment acuvity in the 
United States, though it might affect its extent and timing. 


If it is early to be thinking of a major economic setback. 


throughout the world, it seems equally early to suppose that the 
Government's financial policy has changed positively to deflation. 
Yet that is the inference to be drawn from the behaviour of 
gilt-edged stocks this week. The Australia 3 per cent 1963-65 
issue, of which 20 per cent had been left with underwriters—a 
more satisfactory result than seemed possible while the cash 
lists were opened and gilt-edged stocks were under pressure— 


EE 











deat SA. 5 ane 


5 
| 
? 
é 


276 


opened firm, and rose to 1} premium. But the nature of the 
recovery in gilt-edged stocks ‘suggests’ that technical factors have 
played an important part. It would be surprising if the further 
development of counter-inflation throughout the world is not 
accompanied by some further rise in interest rates in Britain in 
due course. “ ‘ 

*x 


How Far Have Profits Risen ? 


The Government’s statement on personal incomes ha$ been 
follewed by a good deal of unthinking comment based on the 
assumpuon that profits of industry represent an unfailing source 
from which higher wages can be paid. In this controversy, there 
is a good deal of cant, not confined to one side, and all too few 
facts: Everyone knows that profits have not stood still while 
wages have been rising; but that is only to say that during a 
period of active inflation every factor of production whose reward 
is not fixed can expect to do well in money terms. 

But the notion that ordinary shareholders, as a class, have 
been doing outrageously well during the past year is not sup- 
ported by the facts. The usual course of the critics is to go 
down the columns of the financial press and underline the ‘cases 
in which striking increases in dividend rates, or in trading.profits, 
have occurred. This unscientific method has the advantage, for 
their purpose, of leaving entirely oft of account the many cases, 
among large companies particularly, where dividends have been 
increased little, if at all, during the vear. 

Since official. figures on profits are so late, and so inadequate, 
no apology is. needed for reprinting, two tables from the Com- 





Profits oF 1,984 Companies, AFTER E.P./T.: anD Prorits Tax 
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| Year 3 Year 2 Year 1 j Latest 
Préceding” "| Preceding ‘| Preceding © | Year 
{ (1944) {1945) t (1946) { 1947 
’ } 
Gat On Ht Teint oy tity > ASTI, Ea fraps 
| £000 | % | £000 | | £000 | %. | £000 1% 
Allinterest .........s'| 20,427 | 6-8 |. 19,756) 6a | 19,422 } 6-6! Tease} #2 
Preference dividends .. | 55,081 | 18-4 55,750 |.18-0 | 57,075 |.16-§ | 59,088 | J3-6 
Equity dividends ..... $159,726 | 53-3 |166,472 | 53-6 | 183,757 °° 53-0 1219.92 | 60-5 
SP TEE 6 o's.wa 45s 235,234 78-5 | 241,977 | 78-0 260,254 75-1] 297,24 i 68-3 
Free reserves and carry } 
forwards [ssecune 54,677 18-3 56,747 | 18-3 | 73,444 | 27-2 | 100,323 | 23-1 
Other savings ........ 9,564 8-2 11,656 3-7 | 12,686 3:7 | 37,422 | 8-6 
Profits before tax, after i 
E.P.T. .....2.0000- | 299,475 100-0 | 310,380 100-0 , 346,584 100-0 $434,979 100-0 
5 ——. oe —tat ions = oo 
Percentage of 1944 .... | 100-0 103-6 © PIB : 145-2 * 
Division OF PROFITS AND EARNINGS 
Proportion of Profits } Rate of Payment on each Class 
after Deb. Interest of Capital 
' or | 7 Tie 4 i A248 So! a 
Year | i Putto | i 
| .” | Reserve | Earned | ; 
Paid | ic ‘ i } Cc 
Prot, Div. | Ord. Die be Mg h—  Pre, ) ie meu 
P ee Kicpaas "| Carried | Ordinary | ry 
| Forward j i 
sith Se B sill iadeean ein eel a oe 
: 
% i * ; /o % ‘oO | % % 
1944... 19-7 57-3 i 23-0 | 4-3 6-3 16-3 11-6 
1945 2.74 19-2 57-3 23-5" 4 4-4 6-1 16-7 11-2 
1946... |] 17-5 | 56-2 26-3 | 4-4 6-3 18-0 12-4 
1947 .. 14-2 | 52-7 .j $31 j 4-2 6-4 25-2 15-5 
| 


} 


i 

















mercial History of 1947, which appeared with last week’s issue of 
the Records and Statistics Supplement to The Economist. No one 
knows better than those who have the task of preparing these 
statisties how many pitfalls occur in handling profits figures. The 
figures are struck after provision for EPT and Profits Tax; 
therefore in 1947, they show some relief, but not the full relief, 
from the withdrawal of EPT from January 1st last year. On the 
other hand they do not reflect the increased cost of Profits Tax 
as provided, with retrospective incidence, in_ the November 
Budget. All the figures are shown before any deduction for 
standard inceme ‘tax ; those profits figures which are’ published 
by companies after deducting standard income tax “have accord- 
ingly been adjusted upwards, Finally, the figures relate; not to 
all companies, but to a datge and’representative sample of: public 
companies (mainly industrial. companies) ; therefore, they do not 
include profits of private companies or-of ‘small businesses ‘and 
traders, which have recently attracted’ adverse comment.. 

Profits, before tax, but after EPT of these nearly 2,000 com- 
panies increased by 25 per cent, from £346.4 million to’ £435 
million, inthe latest year. The amount of profits paid out’ in 
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ordinary dividends, however, increased by a much smaller absolute 
sum, from £183.8 million to £220 million—an increase of rather 






under 20 per cent. On the other hand, the gotal amounts placed 
reserves rose from £86.1 million to £137.7 million—an incr 


of 60 per cent. Expressed in another way, the proportion of 


profits (after meeting debenture interest) paid in ordinary dividends 
fell from 56.2 per cent 10 §2.7 per cent, while the proportion set 
aside to reserve rose from 26.3 per cent tO 33.5 per cent. 
figures are surely sufficient evidence that, while profits and diyj- 
dends have increased—which no competent observer has ever 
attempted to deny—the measure of the increase is relatively 
moderate (having regard to the fall in the value of money) 

so far as the major public companies are concerned, it 
not go very far in meeting claims for increased wages. After 
all, increases in wages granted last year were at an annual rate 
of £90 million; the rise in the dividends of public companies js 
far smaller than this figure. And the analyses of trading profits 
and net revenues which many major concerns—Imperial Chemical 
Industries, Vauxhall Motors, Dorman Long and United Steel 
Companies among them—now publish, show the small extent 
of the residue of net profit available for paying dividends, after 
all expenses of trading, including wages, have been met. 

A final point remains on dividend rates.. Much is made of the 
high percentage rates of dividend on certain shares, because the 
critics do not or will not recognise that the percentage is calcu- 
Jated-on the nominal amount of the shares. in issue, and not ag 
the effective capital which is employed in the business. ~The 
average rate of dividend paid on nominal ordinary ‘capital by 
these public companies last vear rose from 12.4 per cent to no 
more than 15.§ per cent. ,Can that be called “chucking, the 
money about” ? : r: 

* * * 


Meat for Railways 


There could be no more apposite illustration of, Britain’s 
balance of payments difficulties and of the shifts and expedients 
to which they are driving this country than the Anglo-Argentine 
commercial and payments agreéments initialled this week. The 
full details of the agreement have not been published as The 
Economist goes to press, but. sufficiently circumstantial reports 
have appeared from Buenos Aires to reveal its main outlines. The 
commercial agreement covers a programme of imports and exports 
for 1948. Argentine exports to Britain this year are expected 
to amount to £1go million. This compares with a figure 
of, £118 million-for the first eleven months of 1947. The 
increase * is‘ in” part due to the higher price which Britain 
has contracted to pay for meat this year...,As..against this 
£190 million of imports from Argentina, Britain is planning 
to export goods to the value of about £40 million to that 
market. This compares with a figure of 3r' million for 
the first eleven months of 1947. The ‘difference of {£150 
million is approximately equal to the amount which Argentina has 
undertaken to pay for the British-owned railways. This sum is 
apparently to be made available immediately to Argentina by an 
advance from the British Government. The railway stockholders 
will be paid out of this credit, which will then be reimbursed in 
the course-of the year out of the surplus of current Argentine trade 
with Britain. This leaves ‘untouched Argentine’s accumulated 
sterling balances, which must now amount to about {£140 million 
and out of which it was expected that the railway deal would be 
financed. The greater part of these balances ig protected by a 
gold guarantee. 

The ‘deal with Argentina, therefore, is ‘tantamount to 
“swapping” the British-owned railways in that country as con- 
sideration for one year’s current trade deficit. This is living from 
hand-to-mouth with a vengeance. The meat ration is thus safe- 
guarded for another year ‘by throwing overboard capital assets in 
which British investors have sunk £250 million over the past 60 
years. What happens in 1949, when there will be no more reserves 
of this kind to throw into the current Anglo-Argentine. balance is 
a problem which, in accordance with the Government’s present 
technique, can be left to look after itself when it arises. There is 
always the possibility that Marshall aid will have’ come to the 
rescue by then. MAS of , ' 

“The actual method’ chosen to ‘finance the railway’ deal, ‘namely 
the use of cufrently earned sterling “instead ‘of ‘accumulated 
balances; is ©f no particulat Consequence. One ‘can, However, 
extract some satisfaction from the fact that the Argentine is main- 
taining a substantial part of its external exchange’ reserves in the 
form of sterling. ‘Tt is’also probable that if accumulated balances 
had been used to finance the railway deal, Argentina would have 
insisted on obtaining a gold guarantee’ for the £150 million to be 
accumulated as a result of current’trade in’ 1948. Since’ the war 
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Britain has successfully resisted demands for gold guarantees on 
sterling currently accruing to other ‘countries. agreement 
with Argentina at least avoids a break-up of the tradition and the 
setting-up of a new precedent. 


* . * 
Payment at Last? 


While few people in this country will condone the means by 
which Argentine railway stockholders are finally.to receive pay- 
ment for their. stocks from the Argentine Government it will be 
generally agreed that it is high time the payment was made. Over 
Sve months have passed since the purchase scheme was due to. be 
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ARGENTINE Raw Stocks: ‘PRICES 
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t Southern : 
“sr ee 68 | 88} 943xd) 90 9 | 100 
5% No Cum. Pref,.........] 2% 51 75} | 65 69 | 7% 
Ordinary .... iia aa ll 14 i9 l7 18} 20 
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ar : puspdaen. womveres | 635 | 83 93 90 94 | 100 
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A. and Pacific : | i 
» 44% Cons. DebSnenreececenes 59 | 174 eh 97} 104 | 110 
. prnens | 
wee Set. se ce 39 52 9 «6| | 86h 924% 100 
aan) ee 14} 16 28 22 23h | 25 
4. eee ! 
“ 1 igi peoreanene ere ansrie: 68} 87 92}xd| 9 94} | 100 
tine North Eastern : | 
=. 4) | 1 my | (12 


Gadinary ..<..cdeceesantates 7 


ima, and a full year since the purchase price was eet 
When Sir Mantagu Eddy set out for Argentina last September it 
was fully expected that the final arrangements for the payment 
to stockholders would soon be agreed with the Argentine Govern- 
ment. It is clear now that Argentina had other ideas, and meant 
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to drain the utmost value from the railway purchase ‘scheme as a 
bargaining counter for a trade agreement. 

The original intention of the Argentine Government to draw 
from its sterling balances the major part of the amount to pay for 
the railways has now been superseded by an arrangement whereby 
they will be paid for by a credit to be made available at the Bank 
of England by the British Ministry of Food in favour of Argen- 
tina against commodity shipments in the coming year. The 
agreement provides for a payment in cash to stockholders without 
delay on the basis of the payments proposed at the erid of May 
last year and finally agreed by them and sanctioned in the courts 
last August. 

The pessimism which had gained ground in the Argentine rai} 
market during the months of delay since last September abated 
little until the-end of Jast week, and ‘prices had failen to substantial 
discounts compared with the take-over prices. On Monday prices 
were marked up to within § per cent of the payment prices, but 
they have not moved any higher, since the feeling persists that 
the Treasury or the Argentine Government might even yet find 
occasion for delaying the transfer of the purchase money. But ‘it 
seems unlikely that, after such a long road has been travelled in 
the negotiations, either party to the general agreement would 
withdraw at this stage. 


* * * 


Grain Prices and the Rice Crop 


The collapse of American grain prices, which began ten days 
ago, has coritinued this week, after a feeble rally on Monday.’ By 
Wednesday, March wheat was selling at $2.43 a bushel, or 18 cents 
above the parity price, compared with $2.85 a week before and 
well over $3 a bushel towards the end of 1947. Three dollar 
wheat is high, even making full allowance for the world grain 
shortage ; but wheat was bid to this level largely by the pressure 
of US Government buying (with additional support from specu- 
lators) to fulfil the European recovery programme. But this high 
price served at least one useful function, for it prevented the diver- 
sion of a large part of available wheat supplies to feeding livestock. 
It is estimated that only 200 million ‘bushels of wheat have been 
used for this purpose during the current season: ‘This is more 
than the 180 million bushels so used in 1946-47, but far less than 








Sresh fields for endeavour 


Because of their great importance in, the economic life 

of the world, the Dominions of Australia and New Zealand 
afford many opportunities for commercial development 

and expansion, The British industrialist who contemplates 
establishing a branch or a business‘ down under’ will find 
ready help at The Bank. of, Australasia, where an _ 
extensive fund of up-to-date commercial information and 
complete banking facilities ate at his disposal. Please address 
enquiries to the Overseas Department. 


THE BANK OF AUSTRALASIA 


rye (Incorporated by Royal Charter 1835) 
Head Office : 4, THREADNEEDLE. STREET, LONDON, 'E:C.2. 
(Manager : G. C. Cowan) 





Machines to Europe 


In shipping goods from one country to another 
both Exporters and Importers encounter con-_ 
tinually changing problemsand varying regula- ae 
tions. We havea highly-developed organisation 
handling the financial problems connected =| 
with international trade and serving im- 
seeking guidanceare invited toconsult us. 


GLYN, MILLS & CO. 


Head Office: 67 LOMBARD STREET, LONDON, E.C.3 


Associated Banks: Royal Bank. of Scotland 
Williams Deacon’s Bank Limited 
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the estimaté last summer, after the failure of the maize crop, that at 
least 400 million bushels of wheat would be fed to pigs and cattle. 

Since the turn of the year, grain prices have been falling with 
each report of improved prospects for this season’s harvests. The 
era of three dollar wheat may well be over, but even the sharp 
fall in Chicago grain prices will do little of itself to ease 
the world shortage—uniess. farmers fear a wholesale collapse. 
Admittedly, farmers may market stocks sooner than they had 
intended, but there are no large. grain surpluses anywhere— 
and certainly net in the United States. The heavy slaughtering of 
livestock in America over the past nine months suggests that there 
may be a prospective shortage of meat and milk. And in the 
absence of price controls, a lower wheat price may turn wheat 
into a profitable animal food. Moreover, even the large harvests 
in Argentina and Australia and the greatly improved prospects 
of the European Summer crops will not cause a glut of supplies 
on the grain market, assuming that deficit countries are not 
hampered in obtaining supplies by lack of foreign exchange. 
In this, Marshall aid will play an important role, for America as 
well as Europe. The level of wheat consumption is sufficiently 
low in Europe and stocks are so exhausted that deficit areas will 
in all probability be able to absorb heavy crops in 1948-49 and 
in 1949-50 before they return to their prewar standard of con- 
sumptuon. Over this period, however, the general trend of grain 
prices, in the absence of continued inflation or short crops, should 
be downwards. 

An important factor in the grain market, however, is the 
prospect of a bumper rice crop in Burma this year. The yield 
is expected to be the largest for ten years, but acreage has not 
yet regained its prewar level. Burma is the world’s largest exporter 
of rice and the chief source of supply for India, Ceylon and 
Malaya. Its prewar annual exports averaged nearly 3,000,000 
tons; the export quota for 1948 was provisionally fixed at 
1,500,000 tons, but it is now confidently hoped that this figure 
will be exceeded by a substantial margin. A more ample supply 
of rice for the East would obviate the need to divert wheat supplies 
to these areas. It would also be an important factor in promoting 
economic and political stability in a region which can contribute 
greatly towards rectifying the world shortage of primary foods 
and raw materials, “ cs 


The Export Task 


Progress towards the mid-1948 export target of 140 per cent 
of the 1938 volume has so far been disappointing, and the waning 
of the sellers’ market for many British exports, coupled with 
increased costs caused by higher wages and dearer raw materials, 
will make the task of achievement still more difficuly. The terms 
of trade continue to move against Britain, and add yet a further 


ProGREess TOWARDS Export TARGETS 


Volume. Index’ Numbers, 1938—_100 











a hh! CC CUT 
Year | Pirst | sd 4th Tecaet 
;. Half j dtr. dir. 
1947 ed | pa foe | Mid-1948 
£ Million 

Food, drink and tobacco 64-7 81 69 | 8% | 100 117 
Raw materials........ 4-2 4 4 fC at 4 21 18 41 
Manufactures ......408 998-9: | 23 | 115 131 132 163 
Peters. glass... 32-8 1 «Ist | 386 157 169 194 
Iron and steel ........ ] 84-3 | 107 102 114 lio | 104 
Non-ferrous metals.... | 40-4 173 165 180 181 196 
Cutlery, hardware... | 736-3 183 170 201 191 202 
Electrical goods ...... 49-4 164 148 180 173 210 
Machinery ...25...4.4 + 180-5 158 148 167 169 |) (24 

Cotton goods. ........ 97-7 43 41 45 46 
Woal goods .. 2... /6.. 57-9 88 ao 91 146 
Sitk and rayon ....... 29-5 148 145 140 164 180 

Other textiles /.00..0. > 28-0 78 81 75 4 
Apparel .....2..4.... 31-7 137 149 123 125 167 
Chemicals... ..5... 1-674 135 153 139 | (188 
Paper, cardboard ..... 17-2 112 108 119 2 ae 
Vehicles, etc... ..a.... 168-1 185 160 201 219 | 258 
Teed’... S64 1137-1 |. 208) ah i im” |) CHT |loMs 

Te cz bie 5 id eis Bie ee fecsipleel ge Tider ate acaed en tickO) 





strain to its balance of payments, and are putting the 1948 import 
programme of essential food and raw materials in peril. 

The expansion in volume of Britain’s main exports during 1947 
is shown in the accompanying table. It is not a very 
picture. Exports of vehicles increased in spectacular fashion 
throughout the year ; in the first three months they were 50 per 
ceat above the 1938 volume and by the last quarter were well 
over double. Even so, they are still 14 per cent below the mid- 
1948 target, and vehicle exports are particularly sensitive to price 
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competition, Machinery exports—the other mainstay of the 
drive—showed satisfactory progress up to the last three 
of the year when their rate of increase declined quite considerably, 
They have still to expand by 24 per cent to reach: their ie 
target. Exports of other metal goods also tended to decline in the 
last quarter of 1947. 

Textile exports increased slowly over athe year, despite 
significant rise in the shipment of woollen and worsted goods 
during the last six months. But only a phenomenal increase jn 
output can ensure the attainment of their mid-1948 target, which 
requires a 30 per cent increase in the volume of exports. Recruit. 
ment into the textile industries has recently been showing a more 
satisfactory trend, but many more workers ‘are still needed, 
Britain’s balance of payments difficulties would have been much 
smaller if the volume of textile exports had been more satisfactory 
in 1947, particularly since export prices of textiles in December 


Import AND ExporY PRICES 

















Index (19538—=100) Sept. Oct. Nov. Deo, 

Imports :-— | i 
Food, drink and tobacco.......... 233 2338 239 239 
ey UIT Sob varsnendveccence 234 288 295 { 32 
Mamutaetiman™. ois eden ccc esniaces 259 264 { 267 ' 269 
WES a bch so ANd sc ohcchied oss 254 256 259 i 261 

UK Exports :— ' i 
Food, drink and tobacco.......... 223 224 i 222 | 226 
ROW URRREINEEE, ob chess 4neavsses 236 i 2359 246 | 281 
DE gmBIACTUMRE!. . os « cicieic oo do's siadees 237 j 238 241 243 
Oe eee ree 215 i 217 218 ! 221 
SOME 3c vokeavistsasseveses 315 317 321 324 
CEIRIES ns wacked escetudeescvaes 225 227 232 232 
TOTEM oo ch 0K 9040 bas tHRL CC 23% 237 240 245 


were 224 per cent above their 1938 level. By contrast, prices for 
metal goods were only 121 per cent higher. Among the less im- 
portant export industries, pottery and glass expanded steadily over 
the year, but exports of cutlery, electrical goods, chemicals and 
paper all declined in volume during the last quarter of 1947. 

Both export and import prices continued to rise in December, 
being each 1 per cent higher on the month. . But over the whole 
year import prices increased by 19 per cent and export prices 
by only 16 per cent. The sharp increase (14 per cent) in the export 
value of raw materials during the last month of 1947 was entirely 
due to the higher price for British coal which became effective on 
December 1st. Given the larger volume of coal exports which is 
in prospect in 1948, the hope of a significant reduction in the 
trade deficit is reasonable. But the most disquieting feature is 
the rise in the prices of imported raw materials (28 cent last 
year) and of imported manufactures (30 per cent). Since import 
prices of food, drink and tobacco rose by only to per cent, it 
follows that, other things being equal, proportionately larger cuts 
would have to be made in the volume of these imports in order 
to reduce the adverse trade balance. 


* * * 


Dollar Drain 


The details of the monthly dollar drain given in this weck’s 
White Paper, discussed in an article on page 273, carried the 
story Only to the end of 1947. Up to that date the monthly 
figures showed a steady decline which, though slower than might 
have been hoped, at least did not seem to have exhausted the 
downward impetus. But additional evidence has accumulated 
this week to suggest that if the seri¢és were brought right up to 
date a distinctly more disquieting impression would be given. 
In a Note in these columns last week on the latest monthly state- 
ment of gross sales of gold, it was assumed that a fair proportior 
of the loss in January was probably made good by final purchases 
of gold from South Africa under the 1947 gold se con. 
tract. The Chancellor revealed this. week, however, that the 
amount of these purchases was very small, which suggests that 
the net sales of gold last month must actually have been distinctly 
larger than in December. Whereas in November and December 
(as the table on page 274 shows) the total net drain on reserves 
declined by £8,000,000 and {£11 million respectively, it seems 
that in January there may even have been a slight increasc—0f, 
at best, only a fractional further decline. be 

Meanwhile, a further draft of £25 million on the US credit 
was announced at the end of last week, leaving only a furthet 
£25 million available, so that presumably the whole of the credit 
will run out during next month, The holdings of gold and of 
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US and Canadian dollars by the Exchange Equalisatron Account 
are-now officially stated to have been £512 million at December 
30st last—excluding, of course, the undrawn portions of the US 
and Canadian credits. Since then £50 million has been drawn 
on the US credit, about £5,000,000 on the Canadian credit and 
roughly £25 million (met) of gold has been sold. On the othe; 
hand, the bill for the ratification of the South African gould loan 
agreement was passed by the South African Senate at the end 
of last week, so that presumably the £80 million of gold will 
shortly become available to Britain to buttress the fast shrinking 
central reserves of the sterling area. The total reserves now 
available or in sight, excluding only the residue of the Canadian 
credit (the availability of which beyond the end of March 
depends upon further discussions) stand at about £590 million— 
little more than £300 million beyond the amount required to 
serve aS @ minimum working balance. 


*x * * 


Monetary Fund’s Dollar Sales 


The International Monetary Fund has recently disclosed 
he details of its sales of exchange from the ume iu began opera- 
‘ions in March, 1947, up w the end of January, 1948.. The total 
sales of exchange over that period amounted to the equivalent 
of $478.7 million, of which all but $6,000,000 was in US dollars. 
The balance of $6,000,000 represents the sale of £1,500,000 of 
sterling to the Netherlands in the summer of last year. The 
of dollars have been as follows:— 


sales 5 

To Great Britain: 3.66083 A. edaas 240,000,000 

os PUMMNCR bss KA OAS SR ReR ES oD 125,000,000 

SOMMER EMME > 6's dawn’ pice 08k s wipes 46,000,000 

», Méxioged a5 .4-ha. ch coteies 22,500,000 

7 OM a 22,000,000 

a AE 6c UN ¢ non can eee ES eS CRN 8,800,000 

» Lerkey 30. AAS CoAT RAMS 5,000,000 
RR oe ale at 3,400,000 

Tétal . 2.286 ewes es wawesans 472,700,000 


The figure of $240 million sold to Great Britain agrees with 
the £60 million of dollars shown in the Balance of Payments 
White Paper to have been drawn by Britain fromthe IMF up 
to the end of 1947. On this evidence, therefore, no further pur- 
chases of dollars were made fromthe Fund during January. 
Allowing for the equivalent of $6,000,000 of sterling withdrawn 
from the IMF by the sale of £1,500,000 to-the- Netherlands last 
year, the limits of Great Britain’s purchases of dollars for the 
twelve months to next October (British purchases began last 
October) is $331 million, namely, one quarter of the UK quota 
of $1,300 million plus the sterling sold to other members. That 
leaves another $91 million available for purchase from the 
IMF by Britain between now and next October. The latest 
financial statement of the IMF showed that on November 28, 
1947, the Fund still held $1,626 million in US dollars. In addi- 
tion it held gold valued at $1,356 million.. The day on which the 
dollar can be declared a cumpemcy in short supply is, therefore, 
still far distant. 

* * + 


Currency Reflux Continues 

The Chancellor, in his speech to Scottish Savings Committee 
workers last weekend, gave the most categorical assurance yet 
that the Government is not contemplating any tampering with 
the mote circulation as a means of imposing a capital levy or forced 
loan, Referring to the widespread fear that the existing note 
issue might be called in or “ devalued,” he declared “ there is no 
question at all of these notes being called in, except possibly to 
exchange for new notes of equal value. No one need have any 
anxiety at all about them.” In other words, if there were to be 
a currency exchange it would be designed simply to check any 
smuggling into this country of sterling notes from abroad and to 
enable the authorities to identify the more important of the 
currency evaders and black marketeers who have been conceal- 
ing their operations by holding their profits in casti, 

Despite this further reassurance, the return flow of notes to 
the banks continues, while the shortage of silver, if it has not 
worsened, has certainly not abated. Last year the seasonal reflux 
of currency, though of substantially greater volume than usual, 
came to an end in January, and from the first week im February 
there was the usual seasonal rise. This year the circula- 
tion seems likely to follow its traditional course of declining at 
least until the third week in February. Last week the active 
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note circulation of the Bank of England bys fercheg; 
£10.6 million, which, although a slightly smaller reflux than iq 
the previous week, contrasted with an outflow of £3.5 million - 
in the corresponding week last year. This movement brings 
the total decline in the circulation since the Christmas peak 
to no less than {121 million, a fall of mearly 9 per cent. Iq 
the corresponding seven weeks a year ago the net was 
£53} million. sie bee 3 

Now, therefore, the total circulation at £1,247 million is £128 
million below the comparable 1947 level, whereas at the summer 
peak last August the circulation was still £31 million above the 
corresponding 1946 peak. In the past six months there hag 
thus been a secular decline of some £160 million, or roughly 
II per cent. This movement, of course, explains Why the authorj- 
ties were able last week to reduce the fiduciary limit on the note 
issue by £50 million, for the second time this year. The fiduciary 
issue now stands at £1,350 million, and there is little dowbt that 
the authorities, after so long a series of increases, Would not have 
made this reduction of £100 million unless they felt pretty sure 
that there was little risk of their being obliged to raise it again, 
Even after these reductions, the scope for manoeuvre is very large, 
The reserve of notes and coin in the Bank’s banking department 
stands at over £100 million—a figure never touched. before the 
war—compared with {£77 million twelve months ago. Even if 
the demands for currency between now and the summer's peak 
were as large as those in 1947, there would still be £56 million of 
notes in reserve at the lowest point. 


x * * 


Steel Allocations and Production 


Question-time in the Commons on Monday underlined 
again the absurd .consequences of »keeping the. steel allocations 
secret. One member asked Mf Strauss about steel for combus- 
tion appliances, another about steel for shipbuilding, a third about 
steel for the machine tool industry. None o fthem received satis- 
factory answers This does not mean that the allocations made by 
the Ministry of Supply are wrong: but it does mean that the 
Ministry is determined that no one shall know what they are. As 
a result, informed comment on. steel allocation policy becomes 
impossible, and it is replaced by special pleas for this industry or 
that, unsupported by evidence. It is to be expected in the circum. 
stances that aggrieved producers will blame their difficulties on the , 
steel allocation system instead of on- its. real cause, the steel 
shortage. 

British steel production in January, with a weekly average of 
280,600 ingot tons, reached the rate of 14,589,000 tons a year. This 
is the highest month’s production yet recorded, and it is worth 
noting that January is not normally a particularly good month for 
steel production. Production of pig iron reached a weekly average 
of 167,800 tons in January as against a weekly average of 163,600 
through the last quarter of 1947. The Minister of Supply has 
announced that some 24 projects of the steel development pro- 
gramme will be completed this year and will add 400,000 tons 
to ingot capacity. 

Pig-iron production is the most intractable side of the problem 
of expanding.the iron and steel industry, and until new blast 
furnaces come into production, thé ‘steel industry will continue 
to depend largely on supplies of scrap. (Its, dependence is at 
present nearly sixty per cent.) The prospects for the supply of 
steel scrap are far from reassuring, and Mr Strauss, whem ques- 
tioned on this matter, was again able to do littke more than speak 
of a “special appeal” to industry and of “ intensified efforts.” 
Scrap prices are being held down by control at a level below half 
the price of pig iron, well below the world price and a great deal 
less than the Government has had to offer to the bizonal authorities 
in Germany. The high price offered in Bizonia has no value as 
an incentive because it is not passed on to the German merchant. 
But Mr Strauss may yet have to consider whethér a “domestic 
price more in touch with reality would not do more than efforts 
and appeals to discover sources of scrap at home. 


* * * 


Problems of the Motor Industry 


Mr Henry Ford, who held a press conference in London on 
Wednesday, gave a reminder that it is not only in this country 
that production is limited by shortage of steel. Mr Ford gave 
the production of his organisation in the United States as one. 
million vehicles in 1947. He added that he could have made 
606,000 more if he had had the steel. Since the orders on his 
: books had remained constani at about 1,700,000 vehicles he could — 
‘presumably have sold the extra 600,000, too. “Lest too much, 
comfort should be drawn from these figures, it should be add 
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that the production of Ford vehicles in the United States during 
the year was more than double the entire output of the British 
motor industry. British output in 1947, as computed by the 
Society of Motor acturers and Traders, was 287,000 cars 
and 158,000 commercial vehicles, This total of 445,000 vehicles 
equals the 1938 figure ; car production was 54,000 less than in 
1938, but production of commercial vehicles increased by the 
same number. . 
* 


Two things have drawn attention in the last few days to the 
concern of the British motor industry about steel. Vauxhall 
Motors, announcing increases in the prices of Vauxhall cars and 
Bedford trucks, gave as one reason the fact that restrictions in 
supplies of steel are preventing the company from reaching full 
production. The motor industry generally makes the same com- 
plaint ; it has made its tooling preparations for a much larger 
output than steel supplies will permit, and car prices are therefore 
having to carry unexpected overheads. Since steel output has 
not fallen short of expectations, this situation can hardly have 
been totally unpredictable, and there have clearly been errors in 
investment policy. But it is not easy to say who is to blame. 

Some of the smaller car manufacturers have been running into 
particular difficulty through their failure to achieve their export 
quotas. Stories which suggest that the Ministry of Supply has 
been threatening them with instant closing-down are, of course, 
exaggerated. It is true, however, that since the autumn alloca- 
tions of steel have been made contingent upon their exporting 
75 per cent of their output, that some producers are failing to do 
this, and that the Ministry has expressed dissatisfaction. 

Currency restrictions in overseas countries, and sudden changes 
in the import licensing policies of those countries, hampered all 
British motor exporters in 1947, but the small manufacturers who 
are not able to maintain organisations overseas suffered most from 
these troubles. Argentina, for instance, decided to restrict car im- 
ports to importers who held sufficient sterling in Buenos Aires. At 
least one big British organisation is able to continue dealing with 
its Buenos Aires subsidiary, but the smaller manufacturers have 
no such subsidiaries and cannot do this. The National Advisory 
Council for the motor industry is about to meet the Government 
to discuss the problems of small and medium size producers. 
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Lancashire’s Task 


There seems no prospect that the Board of Trade will accede 
in the near future to the request of the Cotton and Rayon Mer- 
chants’ Association that export licensing should be abolished for 
the trade. One concession is likely: the Board of Trade is 
expected to do away with export licensing for continuous filament 
rayon products. Licences will still be required for staple fibre 
rayon and for cotton goods. Difficulties of identification of some 
continuous filament goods, and questions of demarcation for mixed 
textiles, are holding up the decision. The Government view is 
that supplies of cotton and rayon goods generally are still not 
enough to guarantee that, if exports were made free, the home 
market could be sure of getting enough to meet the clothing ration. 
Only higher production can bring the trade within sight of the 
freedom it wants. 

The cotton industry, like others, has been ‘improving its per- 
formance. Cotton yarn production reached 16,150,000 Ib in the 
week ended January 24th ; this was the best week since the war. 
The target for the beginning of April laid down in the Cripps 
plan is 18 million Ib a week, compared with a weekly average 
of 23.7 million in 1937. A substantial increase is still necessary, 
and jt cannot wait for re-equipment. Mr W. L. Jones, in his 
presidential address on Monday to the Manchester Chamber of 
Commerce, suggested harder work as one remedy, and he felt 
that harder work could be obtained if the country’s desperate need 
were realised. Failing this, the only chances are general overtime 
working and an increase in the labour force. Mr Ness Edwards, 
Parliamentary Secretary to the Ministry of Labour, who went to 
Manchester on Tuesday to exhort the spinners to greater efforts, 
announced plans for accelerating recruitment into the textile in- 
dustry. A strategic committee of parliamentary secretaries in 
London, and a tactical committee of departmental regional con- 
trollers in Manchester, will conduct the campaign. 


The task is not easy, and it is early to judge its chances of 
success. Mr Edwards spoke of a systematic attempt to provide 
nurseries and other welfare facilities to attract married women 
into the industry, and he even mentioned that other incentives and 
extra rations were being considered. He obtained the support of 
the’ spinning and cardroom workers’ unions for working 24 hours’ 
overtime a week “ until a date to be agreed.” This will not be 
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enough by itself, but it will help—if the trade union leaders in 
the industry are able to get better support from their branches 
than they have been getting in recent months. 


* * * 


Imperial Tobacco 


The reduction in the dividend payment of Imperial Tobacco 
from an equivalent of 35 to 33 per cent gross for the year ending 
October 31, 1947, gives.a favourable impression of the company’s 
performance in the light of the increase in the tobacco duty last 
April and its loss of output during the fuel crisis. But the fall 
in earnings on the ordinary capital from 46.5 to 35.6 per cent was 
much more severe, and it was brought about by the double impact 


_ of the fall of 94 per cent in trading profit (excluding exceptional 


profits arising from the revaluation of stocks consequent on the 
increase in the tobacco duty) and of the substantial increase 
in the provision for taxation—from £8,450,000 to £9,785,000, of 
which £6,985,000 was provided for income tax. It is clear even 
from the preliminary statement that profits tax is bearing more 
heavily on earnings than EPT, the incidence of which appears to 
have been comparatively light in the case of Imperial Tobacco. 

No doubt the company will have something more to say on 
the vexed question of tobacco stocks in the course of the next 
month or so, for the preliminary profit figures do not carry the 
stockholder very far in appraising the present position, except 
to indicate that sales have evidently declined over the full financial 
year and must consequently have fallen sharply after the Budget. 
But two points are made on the financial aspect of the stock 
position. The exceptional profit made on the revaluation of stocks 
after the increase in the tobacco duty last April has been placed 
to contingencies reserve in keeping for a reversal of the Budget 
wheel, when that comes about. And, in addition, it is proposed 
to transfer to redemption reserve £1,000,000 set aside in 1945-46 
for a special leaf cost reserve, which indicates that it has not 
been required for its original purpose. This information is useful, 
but the full accounts will be carefully examined for any indications 
about changes in physical stocks, or in the total cost of carrying 
them—they were valued at £80} million in the balance sheet for 
1945-46—and for new light about short-term borrowing, which 
involved a commitment of £46 million in those accounts. The 
price of the £1 ordinary stock units has traced an erratic course 
over the past few weeks as hopes have risen and fallen in expecta- 
tion of tobacco being sent to this country under Marshall aid ; 
at the present level of 53 xd the yield is £5 17s. 4d. percent. From 
this it would appear either that the future prospects are not held 
too high or that the market suspects that the deterioration in the 
stock position of Imperial Tobacco is worse than is apparent from 
the data at present available. The full accounts and Sir Robert 
Sinclair’s statement will be of exceptional importance. 


* * * 


Heavy Supplementary Estimates 


The presentation this week of supplementary estimates of 
no less than £135 million for the Civil and Revenue departments 
for the current financial year may come as rather a shock to those 
who lately have too readily deducted from the large income sur- 
pluses of this bumper revenue season that the momentum of 
Government expenditure is still downwards. Perhaps the most 
disquieting feature of these large additional outlays is that they 
are very widely spread, although there is some reason to hope 
that savings on other votes may suffice to keep this year’s total 
expenditure by the Civil departments within the provision made 
in the Budget. That, however, is a poor consolation, for it is 
upon the prospective requirements of 1948-49 rather than upon 
the actual net expenditure in the current year that attention is 
naturally focused, and these new demands are a poor augury 
for the future. 

The largest item is a net £47} million for the Ministry of 
Food, whose net requirements for trading services are now esti- 
mated for the current year at £364 million in contrast with £313 
million at the time of the Budget—an increase which measures 
the rapidly rising strain of the food subsidies. For the Ministry 
of Transport £40 million is required for the so-called war 
services——£12}, million to zeimburse the deficit of the net revenue 


of the railways under the Railway Control Agreement, £9,500,000 | 


for additional. outlays on hire and operation of ships (which will 
require {94.7 million compared with an original estimate of 
£85.1 million) and an additional {2,000,000 for purchase and 
building of ships, In addition, £224 million is needed for 
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large cross-items the most important of which is the £43} million 
guaranteed net revenue of the railways, offset to the extent of 
£18.3. million by receipts by the Transport Commission from 
sale of works and equipment. The West African Produce Contro} 
Board requires nearly £14 million for distribution under the 
Cocoa Control Scheme to Governments of the producing terri- 
tories of profits realised in the seasons 1945-46 and 1946-47: In 
addition, ’£7,300,000 is required for Civil Aviation, mainly ‘to reé 
imburse the losses of BOAC and”"BEAC, and £8,700,000 is needed 
by the Ministry of Health for payments under the Emergency 
Housing and Emergency Hospital Services, and for interim grants 
to hospitals “to enable them to maintain proper services pending 
the establishment of a national health service.” 


x * * 
Tin Controversy Continued 


The controversy over the price of Malayan tin continues. A 
meeting between the Ministry of Supply, the Colonial Office and 
the Malayan Chamber of Mines is due to take place this week- 
end to discuss the Government’s bulk purchase price and the ques- 
tion of a premium for Straits tin. Before the war Straits tiga 
commanded a higher price because of its better quality, but ag 
improvements have since been made in other types of tin, there 
is room for argument whether a premium for Straits tin is still 
justified on purely technical grounds. When the Ministry of 
Supply raised the Malayan price from £423 to £500 a ton last 
December, it subsequently transpired that this price was the same 
as the American price for Bolivian tin, and Malayan producers feel 
that their price should be higher. In any case they maintain that 
£500 a ton is too low for the Chinese section of the industry. 

Since tin is an important earner of dollars, it is obviously in 
Britain’s interest broadly to get as high a price for it as possible, 
subject to certain conditions. Maximum dollar revenue, howeve 
cannot be the sole criterion of price policy. British consumers 
tin will not welcome another increase in raw materials costs, par- 
ticularly if it affects their export business. Equally important, what 
will be the American reaction to any rise in Malayan tin? No 
doubt a formula for a premium payment could be devised which 
would not necessarily lead to a further increase in Nigerian and 
Bolivian contract prices. But if, as reports suggest, American con- 
sumers strongly opposed the payment of a higher price for Straits 
tin, could Britain afford to disregard such opposition ? The United 
States exacts strong pressure by virtue of the Marshall Plan alone, 
and Congress has still to decide the fate of the Texas smelter. 
The recent report of the Reconstruction Finance Corporation 
suggested among other things the imposition of the import duty 
on tin metal to enable the Texas smelter to operate without 
Government subsidy. 

Moreover, it will be interesting to see to what extent the new 
price of £500 a ton does in fact restrict Chinese tin production in 
Malaya. Output of Chinese mines in January, 1947, was 493 tons, 
and it increased steadily to 1,219 tons in September. The price 
during that period was £423 a ton. Was this expansion carried 
out in the expectation that the tin price would be raised to £575 
a ton? Malayan tin producers might be heard with greater 
sympathy if they did not plead for uncontrolled prices in a period 


of high inflation—such as exists nowada demand a 
restriction scheme as soon as prices tum wards, Market 


stability is certainly desirable, but it implies the determination of 
a “just price” which offers.an adequate returm to producers and 
is acceptable at the same time to consumers, No formula has yet 
been invented to calculate a “just price”—and a round table 
conference of producers and consumers is least likely to produce 
one. 

* * * 


A New Deal in Coal Prices ? 


Mr Herbert Morrison’s remarks at Brixton last week-end 
that the Coal Board “is trying to devise a new and more rational 
price structure for the coal industry” should not be taken to 
foreshadow any immediate change. Indeed, Mr Morrison was 
not revealing anything very new, for he merely repeated what 
Lord Hyndley had disclosed last December in a review of the 
Coal Board’s work. In fact, mining engineers and colliety manage- 
ments ‘have been concetned for we aes with the problem of 
relating | quality and prices more logically,: The British Coal 
—— Sarit in a report on grading and wna 

le an advance in the direction of a remodelled pri stem 

5 based. The 


| devi8ing the terms on which such a system could 


Coal Board has taken up the question where the coalowners left 
it, and is attacking” the “problemi~ of applying in commercial 
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STOPPED—FOR REPAIRS 


Water can be a major nuisance to industry for it 
may cause scale deposits or corrosion which reduce 
efficiency in heating and cooling systems or block 
the main supply. 

The introduction of minute quantities of ‘ Calgon’ 
(sodium metaphosphate) into industrial water 
systems is now a recognised way of preventing scale 
formation, corrosion, and the troubles which follow 
in their wake. 
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We all had a sharp reminder last winter of the importance of coal. 
The English Electric Company helps to solve the coal problem in 
two vital ways — first, by the manufacture of more electrical equip- 
ment for the mines, to speed production and improve conditions for 
the miners: second, by ensuring the efficient utilisation of the coal 
by designing and manufacturing the best possible generating plant so 
that Britain’s factories can have more electricity to make more goods. 


THE ENGLISH ELECTRIC COMPANY 





ie 
A »ower behind Britain’s drive 
The English Electric Company Ltd. Works at: Stafford, Preston, Rugby, Bradford, Liverpool 
Registered Office: Queens House, Kingsway, Londen, W.C.2 








Robert of Chester 


brought the science of chemistry to Western Europe, 
S00 years ago. Of this remarkable man’s origin litéle 
is known except that he was probably born in Rutland. 
Hewas certainly educated at the then flourishing school 
at Chester, after which, following the custom of the 
times, he studied at the Moorish universities in Spain. 
The Moors or Arabs were the world’s leading scientists 
at that period. On February 11th, 1144, Robert com- 
pleted the translation into Latin of an Arabic treatise 
on chemistry. This was Europe’s first. chemical textbook. 
No oe he also brought with him from Spain: one 
of the flowing . Arab robes which, as the “ gown’? of 
British universities, still serves to remind us’ that a 
close bond once linked the scholars of East and West. 
He. could no more have dreamed of the place. this 
garment was to occupy in later years than he could 
have imagined the future of another Arabic treatise he 
translated. This was a work by a celebrated mathema- 
tician, Khwarizine, on a branch of mathematics 
developed by the Arabs and still known to.us by its 
Arabic name, algebra. Besides his extensive works in 
mathematics, Robert made the first Latin translation 
of the Koran. Europe owes an immeasurable debt 
to this Englishman. But for him, 
the knowledge of the East of 
chemistry and mathematics might 
have remained a closed book to 
the Western world for centuries 
afterwards. 
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COURTAULDS 


IN THE UNITED KINGDOM 


OURTAULDS have two rayon weaving 


mills at Leigh, in the heart of 

Lancashire’s cotton and coal industries. 
One is Brook Mill, the other is Bedford New 
Mill. 

Half a century ago Courtaulds had been 
conducting a thriving silk manufacturing in- 
dustry in North Essex for over 7o years. .But 
they ‘could not expand there because of in- 
sufhcient labour ; so, in 1898, for the first time 
they started ihanutiétire elsewhere — at Brook 
Mill, Leigh, which they purchased and extended, 

Fight years later, when the Company 
started making its new viscose rayon yarn at 
Coventry, it was decided to prove the yarn’s 
qualities by weaving it at Leigh as well as in the 
Essex mills. In this way one of Lancashire’s 
cotton towns shared in the early development of 
the British rayon industry. 

The world demand for rayon fabrics led 
in 1918 to Courtaulds acquiring their second 
mill in the town — Bedford New Mill. — Ex- 
tended and re-equipped, this also wove viscose 
rayon yarn into linings and materials for dresses, 
blouses, shirts, pyjamas and other apparel. 

In 1939, with 130 years’ experience 
dating back to the old hand-loom days, 
Courtaulds gave a lead to the rayon textile 
industry by installing at Bedford New Mill 
over 300 of the niet. modern American auto- 
matic looms, specially built to weave rayon 
fabrics. This production unit was opened to any 
British manufacturer desiring to inspect it. 

During the war both mills at Lei 
produced parachute and other cloths for the 
armed forces as well as materials for civilian 
needs. 

Today about 800 of Courtaulds’ 22,000 
employees in the United Kingdom are busy in 
these two mills, contributing a growing share 
towards the national production of rayon fabrics. 


This is one of a series of statements to inform the 
public of some part of the contribution made by 
Courtaulds’ industrial enterprise to economic well- 
being in various districts of the United Kingdom, 


Issued by Courtaulds Ltd., 16 St. Martins-le-Grand, London, E.C.1. 
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“Britain can make it”— 
but can she sell it abroad? 


WORLD prices rise, our 
A imports cost us more each 
month; and so long as the 
balance of trade i is against us, our 
export targets are also, in terms of 
currency, rising all the time. 


In other words, production is 
only half our problem. The other 
half is marketing: the need to get 
a price for our goods, a proper 
price, in the right currencies. 
Already changing conditions in 
many overseas markets are under- 
lining the fact that our goods 
must be actively sold. Ultimately, 
not we but our distant customers will 
decide the value of our export trade. 
We may have our hands full with 
production problems — but we 
must be salesmen, too. 


Local knowledge vital 


Here we start with a precious 
asset: our reputation for integrity. 
Rightly used, it can help all our 
selling—can win us more sales, and 
better prices. 

But, to bring a full return, 
selling and advertising campaigns 
abroad must be planned by experts, 
with intimate local knowledge. 


The J. Walter Thompson Com- 
pany has learnt from long experi- 
ence of international advertising 
that there is no substitute for 
this knowledge. With fully staffed 


offices in the world’s market 
centres, besides associate organiza. 
tions jyocking. close under its 
guidance, JWT is able to provide 
the British manufacturer with a 
complete advertising service in 
almost any territory. It applies to 
his problems methods and prin- 
ciples tested in every continent. 


Central supervision 


Through a special International 
Department in the London office, 
the advertiser is offered the ad- 
vantage of central control for 
widespread operations. When his 
general policy has been determined 
in discussion here, his advertising 
in each region is considered (as it 
must be) separately. With guidance 
and support from London, each 
campaign is planned and executed 
in detail by experts on the spot, 
familiar with local marketing con- 
ditions and local competition, in- 
timately conscious of local needs, 
feclings, .and. prejudices —- and 
awake to local opportunities, 


International Department 


J- WALTER THOMPSON COMPANY LTD. 
40 Berkeley Square, London, W.1 (Tele- 

me: Mayfair 9496). And 29 offices 
abroad, serving the United States, 
Australia, Canada, South Africa, India, 
Argentina, Brazil, Chile, Mexico. ‘The 
JWT office in Belgium is in full operation; 
for the present, 12 correspondent offices 
cover other European countries and Egypt. 





Vee bank offers a free service that enables you 
to invest your money in National Savings Certificates 
without trouble or effort. Whether you want to make a 
block purchase or invest a regular sum every month, you 
have only to sign a Banker’s Order Form. ‘The Bank will 


do the rest free of charge. 


You can hold 1,000 of the new 10/- Savings 
Certificates—and they will become £650 in ten years’ time. 
With Income Tax at 9/- this is equivalent to a taxable in- 


vesement yielding £4 16s. 8d. per cent. 


If you are 


paying more than 9/- in the £ it is even more attractive. 


Savings Certificates are a gilt-edged investment : 
ask your Bank Manager to tell you all about the easy way 


of buying them. 
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practice the theoretical work that has been done. For it is one 
thing to devise a; system, to;ascertain and express the calorific 
values or other characteristics of different ranks and qualities of 
coal, and quite another to fix’commercial prices, 

Industrialists confronted with the problem of saving fuel or of 
installing new, fuel burning plant would naturally welcome the 
prospect of obtaining a specific grade of coal in a predictable con- 
dition of cleanness and dryness, at a price which bears a reasonably 
constant relauon ‘to other qualities. For their part, colliery 
managers would welcome such grading scales, to which they could 
relate costs of cleaning and preparation. Such a system would 
have to begin with the number of heat units per Ib. in the different 
grades of British coal, Scientifically, that is a simple concept ; 
but even so, practical difficulties begin with the variations in clean- 
ness of coal, and those variations have increased in the last few 
years. Coking property, volatile content, size, mode of prepara- 
tion, and aptitude for specific uses are modifying factors which 
have to be taken into account. And finally, the Coal Board will 
still be faced with the problem of fixing its prices so that its trading 
account can be balanced, the probable output of the coalfields 
evenly absorbed, and the general industrial efficiency of the com- 
munity served as well as possible. This is not easy. The progress 
of the work will be followed with interest. But it is no use hoping 
that the age of reason in getting value for money in coal will dawn 
abruptly ; for the present, the Board evidently has more than a 
full task in keeping its flat price increases to the unavoidable 
minimum. : ‘ , 


Retrenchment and Refreshment 


Inevitably the licensed hotel and restaurant trade is looking 
for some way to recover from the consumer the higher wages bill 
which it will have to foot when the Ministry of Labour’s order 
regulating hours and conditions of work comes into force on 
March rst. Pressure for an increase in the maximum charges for 
meals is not, however, meeting with any success. Mr Strachey 
said at his press conference on Tuesday that until the food situa- 
tion became considerably easier nothing would be done “ to divert 
food from the domestic ration to catering establishments.” 

It appears that Mr Strachey did not intend this as an encourage- 
ment to restaurant-keepers to save their money by serving less 
food than they serve now—though that, perhaps, is how some of 
the trade will take it. Others, however, have already seized on 
the “ service charge” as a loophole. Article 8 of the Meals in 
Establishments Order permits hotels and restaurants to make a 
service charge of sixpence for every §s. or part of §s.—1Is., that is, 
on the price of a §s. meal with a cup of coffee. It attempts no 
definition of “service” and does not lay down what the manage- 
ment is to do with the money thus collected. The Ministry 


285. 


of Food does not attempt to enforce any imterpretation. It seems, 


therefore that restaurants which have begun to add ten per cent 


to the bill, while making it clear that the waiter expects his full tip, 


are within the law. fy 3 

The trade has a stiff increase in its wages bill to meet—perhaps 
as high as 40 or $0 per cent, or aimovement of probably 5 per 
cent in the relation of wages bill to turnover. More onerous 
to managements, perhaps, than. the. improved . basic wages 
are the provisions for overtime and spreadover allowances. These 
will fali harder, too, on the public: Irregular hours are a chagac- 
teristic of the trade ; in many country hotels staff have little to 
do during the week but are overworked at week-ends. Their 
hourly earnings will now rise sharply once the basic number of 
working hours for the day is exceeded. Some managements will 
inevitably reply by. curtailing the hours in which service is offered 
to the public. No doubt they will also consider more closely 
what labour they can do without, and country hotels in particular 
will maintain smaller staffs. It would be .rash to suppose that 
manpower will thus be released to other industries: Any such 
gain is likely to be offset by the demands of the more regularly 
frequented establishments, which are not anxious to pay heavily 
in. overtime and spreadover, and have therefore already been 
considering how to increase their staffs. 


Shorter Notes 


An Order by the Supreme Court of South Africa has confirmed 
the agreement whereby the judicial managers of New Union 
Goldfields will resign from the secretarial and managerial appoint- 
ments held by New Union and recommend the appointment of 
Anglo-Transvaal Consolidated in its place. 


* 


In the hope of clearing accumulated stocks, the Board of Trade 
has announced its willingness to license the export of women’s 
utility woollen coats, costumes, jackets, skirts, and dresses. Since 
the concession is not intended (the Board states) to apply to 
newly manufactured garments, it seems fair to assume that it 
concerns clothing in styles which the New Look has superseded. 
Its. potential markets are therefore limited. Negotiations have 
been started with the Joint Export-Import Agency with a view 
to selling a quantity to Bizonia, where (fashionable or not) it will 
find a ready market. But the general bizonal import. policy 
favours the import of raw materials rather than of. finished 
garments. Bizonia cannot be depended on in general.as a market 
for goods which are difficult to’ sell. 





SECURITY PRICES AND YIELDS 


A fuller list containing 370 securities appears weekly in the Records and Statistics Supplement, Notes on the following company 
reports appear in the Supplement: F. W. Woolworth; English Electric; Bowater Paper Corporation; Bolton and Paul ; 
Barrow, Hepburn and Gale. 


Janitor, i] Price, | 
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| Price, Net | Gross 
ri | sent fe | Sa || 
Ces, rit , | MM, | Feb. 11, | Feb. 11, 
You oe | eee . \ | 1948 | 1948 || 1948 
High [ Low |! i! acl PPG ok Cotes 
a a Teo ee ee eee tre j i i 
British Funds i ifadi¢ 6 4. 
101} | 101 | War Bonds 24% August 1, 1949-51) 101% | 1014 0 9 0) { i ive 
100 | 1003 Exchequer Bonds 14% Feb. 15, 1950), 100% 1004 012 5/1 8 0 
1021) | 100) ! War Bonds 24% March 1, 1951-53,|, 10lxd 1014xd 019 1) 2 1 le 
1014§ | 100 “War Bonds 24 March 1, 1952-54,|| 1004xd  100jxd) 11 4 0/2 6 le 
4b | 1 || War Loan 34% (after Dec. 1, 1952))| 105 f 106, 1 3.01215. 3¢ 
101 | 99 ‘War Bonds 24% Aug. 15, 1954- .| 100 &xd 100fxd, 5% 2 8 Ol 
102 | ‘Panding 23% fine Hs, 1ee2-57.-.:| 11 | 1024 | 1 & 0) 210 1? 
103} | 100} National Def. 3% July 15, 1954-58) 102; | 103; | 1 6 7} 215 4! 
104 | 102 || War Loan 3% Oct. 15, 1955-59....|) 103; | 103% 1.7 5) 2 14 10/) 
102) | 1008 /Savings Bonds 3% Aug. 15, 1955-65). 10ljxd l0lgxd| 110 8 217 5! 
993 | 96% Funding 24% April 18 1986-61 | ROCCE 912 223 4 
102, | 1 ‘Funding 36° il 15, 1959-69... | wolf | 102 1 a2 8 91 
li¢ | 111g ||Punding 4% May 1, 1960-90. ..... i) das 13h | 2.0.10) 2.15 3¢i 
102% | Savings Bonds 3% Sept. 1, 1960-7 | M00jxd 1004xa) 1121 | 218 107, 
% | /Savings Bonds 24% May 1, 1964-67 94 | 954 113 11| 217 61) 
115} | 112} | Victory Bonds 4% Sept. 1, 1920-76 || 113pxd M4ixd 1 4-7) 2:17 2 
10} Savings Bonds 3% Aug. 15, 1965-75, 99ixd 99ffxd 113 2,3 0 24 
lio | 107 |Consols 4% (after Feb. 1, 1957) 09 | 1098 1 1 7/215 Me) 
1063 ‘Conversion 3$% (after Apr. 1, 1961)| 105: 106 | 19 2'3 0 9% 
83 | 78h | Si fle 1975) 794 | 80} | 114 6/3 3 Of 
| St lactams Sais Sy | oe Ti 3/3 5.4 
t. sof } j 
78 | err ee oy rot 79) | 114 6/3 2 10f) 
9g | 95 [rich Teseapcet 2 Gid. 1978-88) 96f 98 ia 6)3 2 11 
100 & | [British Transport 3% Gtd, 1967-72) je he) 11. 9 218 8/ 


Redemption yields on stocks optionally or finally redeemable within the next five years 
asa gutnetinnie teceunietion that they will be repaid at the earliest date, Redemption 
yields on other dated stocks assume that stocks paying over 3 per cent will be redeemed 
at the earliest date (these are marked ‘ ¢’), and those paying 3 per cent or less will be repaid 
at the latest date (marked ‘/’). (n) Net yields are calculated after allowing for tax at 
$s. in the {. (f) Flat yield, * Assumed average life 17 years 6 months, { Notice given 
for repayment on March 1, 1948. (g) Buying Price. 
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Prices. | | | ‘ ‘ 

| Year 1948 | Last Two | | (Price, | Price, | Yie 
. aaa Name of Security | Feb. 4, | Feb, 1) Feb th 

' | } | ’ 

aor eee | | 1948’ 1948 "| 948” 

OR hae i Ng ee 
i i i Bt: 5 SPARE? eet emg 
% % | Other Securities i i f s &@ 
1033 at ( @ | Australia 34% 1965-69. .... | 202 1024 0 Te 
1g | 92 ( d) | Birmingham 24% 1966-71..|) 93 218 54 
101 | 99} (d) ||Argentine 31% .--........1 | 100 | 10 1310 6 
163/9 | 143/9 | 40 €| 80 c/| Anglo-American 10s.../| 162/9 | 1588/9 | 3 3 9 
|, 201/3 | 167/6| 5 a@| 25 » |Anglo-lranian Oil {1..,.... | 195/- | 172/6 | 3 9 6 
76/6 62/6| 10 ¢| 15 c/ Assoc. Cem. Ord.Stk.{1) 73/9 | 65/- | 412 4% 
38/6 | 29/6! 40 ¢| 40 ¢ Austin Motor‘A’ Ord, Stk.s.| 35/6 | 31/9 |6 6 0 
84/- | 16/- 7 a| 7 6 | Barclays Bank Ord, ‘B’ {1../) 78/- | 77/- | 312 9 
212/6 | 186/9 | {8 a} t20 » |\Bass Ratcliff Ord. £1....... | 210/- | 191/3 | 232 4¢ 
104/9 | 88/9} 12 6] 8 a British Oxygen A) 1007-1 9173 147 8 
/lk; 40/-| MBA} 2a Courtaulds Ord. {1........ | 44/3 | 40/7) 314 § 
31/74 27/9 | 8 e| 8 © Dorman Long Ord. f1...... | 31/3 | 28/6 | $12 3 
19/44, 69/-| 12 | 15 ¢| Dunlop Rubber Ord. Gi-...|| T1/= |} 10/- |4 5 9 
53/- | 44/9; 7 6! 3 a) Imp. Chem. Ind. Ord. Stk.f1) 50/9 | 46/- | 4 621 
| 28/9 | 111/3 | 13fa) 19} | Imperial Tobaceo, £1...... i 127/6 | 112/éxdl $17 4 
48/9 | 43/3} 10 ¢ 10 c! Lancs. Cotton Ord. Stk. £1. .)) om 45/- |4 8n 
56/44 49/9) 5 €) 10 ¢ | Lever & Unilever Ord. £1...) 55/7b., 51/3 | 318 2 
61/3 49/43, 10 ¢| 12}¢ | London Bri Org. Stk 1, | 57/6 | 53/4h 1414 4 
35/14, 34/-| 440) 2%4a|\N.-Eastn. Elec. Stk. fi) 35/- | %/- |4 6 6 
65/44, 55/- | 20 6! Tha) P’chin J’nson Ord, Stk. 10s.) 63/- | 56/- 1428 2 
35h | 32f_ |t69-58ci $744 ¢ | Prudential ‘A’ {1.,........ 35 33,2 4 Mt 
59/3 | 51/3 | 1a | 124 ¢ | Stewarts & Lloyds Def. fl. 58/- | 52/- 1416 3 
85/74, 74/44) b| $2}a | “Shell” Transpt. Ord. St - 6) 84/45 78/9 | 118 
48/1}) 120/- | 12}@) 1246 | Tube Invst. Ord. Stk. {1...|| 140/- | 125/- | 4 0 0 
90/14, 16/3, _3h@, 11,6 | Turner & Newall Ord. Stk. (1), 87/- | 18/9 | 316 2 
92/9 | 81/104; 15 2| 55 b|'Wonlworth (F. W) Ord. 5s... 88/-xdi 82/6 | 4 4 10 


See 


) Interim. (6) Final. (c) Whole yeas, (@) Int. paid half-yearly. a Te earliest 

iption date. (g) Also a capital bonus of cent free of income tax. Yield worked 
on 15 cent basis. (hk) Fifteen months to March 31, 1947 (yield basis 7-6 per cent.) 
Wy To latest redemption date. + Free of tax. 
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COMI ANY MEETINGS 


BRITISH-AMERICAN TOBACCO 
COMPANY, LIMITED, 


CONFIDENCE DESPITE 
RESTRICTIONS 


MR H. R. GOUGH ON THE OUTLOOK 


The forty-fifth amnual general meeting of 
this company was held, on the 9th instant, 
in London, Mr H. R. Gough (the chairman) 

residing . 

: [he chairman, in the course of his speech, 
after dealing with various items in the balance 
sheet, said: 

{ now turn to the profit and Joss account, 
in which you will have noticed that trading 
profit, dividends and interest at £11,737,300 
shows a decrease of £781,200. Only to a 
lumited extent can that decrease be attributed 
to the fuel crisis of early 1947. In the main, 
it reflects the very, slow and painful transi- 
tional process, which we are. all witnessing, 
of re-establishing freedom in the international 
exchange of goods after the war. This is par- 
ticularly true under the disturbed conditions 
in the Far East. 


TAXATION POSITION 


On the other side of the account, United 
Kingdom taxation (less double taxation relief) 
shows a decrease in total of £1,367,400. Ex- 
cess profits tax shows a decrease of 
£3,199,000, due to the cessation of this form 
of taxation effective from January 1, 1947. 

As a result of the repeal of excess profits 
tax, your company became liable to profits 
tax as from January 1, 1947, and the latter 
tax appears im .,he accounts at a figure of 
£1,566,100. In the April, 1947, Finance Act 
substantial amendments were made in the 
basis of this tax, and in the last Autumn 
Budget the rates of tax were retroactively 
increased trom January 1, 1947, to 10 per 
cént. on. undistributed and 25 per cent. on 
distributed: profits, 

Income tax has increased by £265,500. 
This is the result of several factors: the 
cessation of excess profits tax, which was a 
chargeable deduction for income tax pur- 
poses ; the replacement of this tax for nine 
months of the year under review by profits 
tax, which is also a chargeable deduction for 
income tax purposes, and the receipt of addi- 
tional double taxation relief amounting: to 
£227,000. In these taxation figures lies the 
explanation of the increase of £526,200 in the 
net profits figure at £5,501,700. 

The carry-forward last year was £3,046,377, 
to which must be added the profit for the 
year as previously mentioned of £5,501,694, 
less the dividend on the 5 per cent. prefer- 
ence stock of £225,000; on the 6 per cent. 
preterence stock of £360,000; and the two 
interim dividends paid during the year on 
the ordinary steck amounting to £2,375,776, 
leaving a disposable balance. of 5,587,295. 

Out of this amount the directors recom- 
mend the distribution on March 31st next of 
a final dividend (free of United Kingdom 
income tax) on the issued ordinary stock of 
Is. per £1 of stock, amounting to £187,888, 
and the allocation of £500,000 to “ general 
reserve,” leaving £3,899,407 to be carried 
forward. 


THE OUTLOOK 


Future prospects will, I know, be well to 
the front in your minds, and I should like to 
say a word about them. The dollar situation 
necessitated # certain curtailment of the pur- 
chases from the 1947 crop of American leaf 
tobacco for rhe sterling area. As you know, 
however, many of cur associated companies 
are wholly or partly independent of supplies 
of ithported leaf tobacco, and your’ company 
continues by all means in its power to pro- 
mote the production’ and consumption” of 
indigenous tobacco wherever conditions are 
favourable or promise to be so. 

The world demand for tobacco goods is 
potentially stronger than ever and your com- 


pany’s relative position to cope with it gives 
no ground for dissatisfaction. Wathip. the 
limits of the resources available to us since 
the war we are, I think, as fully oe as 
possible to seize any opportunities which wilf 
arise in the future. Unfortunately, however, 
many countries still find themselves in the 
aftermath of war with their economies, both 
internal and external, seriously unbalanced. 
They are struggling to promote praiseworthy 
but expensive schemes of social betterment 
while faced with the necessity for correcting 
inflationary trends and unfavourable foreign 
trade balances. 

The tobacco business is being called upon 
to make heavy contributions to national 
finances. Through the medium of high taxa- 
tion, import quotas, and exchange controls, 
it is being subjected to exceptionally severe 
treatment. 

Briefly, we view the future with confidence, 
realising, nevertheless, that the increasing 
prosperity of the tobacco business as a whole 
will march only with an expanding world 
economy and a real enhancement in the 
standard of living 


INTERIM DIVIDEND 


I now beg formally to move the adoption 
of the repurt end balance-sheet for the year 
ended September 30, 1947, including the 
payment on March 31st next of a fina] divi- 
dend (free of United Kingdom income tax) 
on the issued ordinary stock of 1s, per £1 of 
stock and the transfer t6 general resérve of 
£500,000. 

I may also mention that the directors have 
declared for the year 1947-48 an interim divi- 
dend of Is. per £1 of stock (free of United 
Kingdom income tax), also -payable - on 
March 3lst mext,; so that. ordinary ‘stock- 
holders will receive on that date 2s. per £1 
of stock. 

Mr T. F. Winmill (a deputy chairman) 
seconded the -esolution and it was carried 
unanimously. 


F, W. WOOLWORTH AND 
COMPANY, LIMITED 


RECORD SALES AND PROFITS 


The thirty-ninth annual ordinary general 
meeting of F. W. Woolworth and Company, 
Limited, will be held on the 27th instant at 
the Connaught Rooms,’ Great Queen Street, 
London, W.C. 


The following is an extract from the state- 


so ment of the chairman, Mr W. L. 


Stephenson ; — 

The sales figures constitute a record in the 
39 years of the company’s existence, Despite 
the fact that there has been no noticeable 
freeing of supplies in mary of our staple 
items the year’s trading has resulted in a 
profit of £9,603,834, an increase of £455,477 
over the previous year. This establishes a 
new record for your company, and was 
effected at a margin of profit even lower 
than that of 1946. 

The recommendations of the board include 
a final dividend on the ordinary stock of 
ls. 9d, per unit, with a cash bonus of Is. per 
unit, both less income tax. This gives 
erdinary stockholders a total for the year 
of 3s. 6d. per unit, less tax, the same as for 
the previous year. After providing for all 
known liabilities there is left an amount of 
£8,117,545 to be carried forward to next 
year’s account, compared with £8,082,220 
brought in from 1946. 

We are now embarked on the 40th year of 
the company’s career. It would be foolhardy 
to predict trade trends. The board continues 
to provide reserves of financial strength and 
constantly to give attention to welding the 

rsonnel into a very effective organisation. 
; ¢ is much room for improvement, both 
in the character of the merchandise and in 
the premises, fixtures and fittings, and when 
= 4 comes we are ready to undertake 
t task. 
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MITCHELL COTTS AND... 
COMPANY, LIMITED 
SATISFACTORY POSITION |, 


The twenty-eighth ordinary general meet. 
ing of Mitchell Cotts and Company, Limited, 
was held, cn the 9th. instant, in London, 
Mr Alexander Hamilton, president of the 
company, presiding in. the absence of the 
cheieman, Mr Leonara. Aldridge, CBE, 

The following are extracts from Mr L, 
Aldridge’s circulated statement:— 

The report and accounts disclose a very 
satisfactory position, almost all Metticicds al 
the group's business having shown further 
marked insprovement during the year. Your 
directors have felt jusnfied in paying a second 
interim © dinary dividend ot 20: per cent, 
less tax, which takes the place of the usual 
final dividend, and makes a total of 25 
cent. for the year, as compared, with 22} per 
cent. The dividend of 25 per cent. repre. 
sents only about 8 per cent. on the total 
capital acrnally employed. 

We have increased the transfer to thé 
general reserve from £45,000 to £70,000, the 
total of this reserve being now £375,000. 

The South African subsidiaries continue 
to provide a large proportion of the group’s 
earnings and their position has been well 
maintained during the year. The East 
African’ and Middle East “cofipanies ‘are © 
doing a very substanual volume of business 
and the indicaions are that the current year 
will see this still further increased. 

‘The group as a whole has made its cori. 
tribution to the export drive, and the overall 
volume of exports from the United Kingdom 
increased by aearly 80 per cent. 

I have no doubt that for the year to June, 
1948, we shall continue to be faced with 
difficulties, but I see no reason to_ believe 
that we shall no: be equally successful, in 
meeting ther. 

The report was adopted. 


J. & S, BICKLEY 
SATISFACTORY FIRST RESULTS " 





The annual ordinary general meeting of 
J. & S. Bickley, Limited, was held, on the 
llth instant, in London, Mr J. B. Bickley 
(chairman) presiding. 

The following is an extract from his state- 
ment : — 

The accounts covering the 22 months ended 
October 31, 1947, show a profit, before charg- 
ing taxation, of £164,889, whereof £79,000 
relates to the period of approximately ten 
months from January 1, 1946, to Novem- 
ber 5, 1946 (prior to the incorporation of your 
company), and £85,889 to the period of 
approximately one year to October 31, 1947. 
The. proposed final dividend of 40 per cent., 
less tax, makes 60 per cent. for the period 
from November. 6, 1946; to October 31, 1947. 
In view of the heavy increase in profits tax 
and of other adverse external factors, which 
could not be foreseen at the time of the 
publication of the offer for sale in November, 
1946, I venture to think that the results may 
be regarded with satisfaction. 

In common with most other trades, the 
fuel crisis affected our production, and the 
extension of the coupon period also hada 
restrictive tendency on the sale of clothing. 

lays were also occasioned in the erection 
of our new factories. 

The opening of our new factories, in which 
we are introducing newer and more efficient 
production methods, and the present position 
of our yopplin and labour force augur well 
for the future. Nevertheless, the future 
cannot help but be affected to some extent 
by the coupon policy of the Board of Trade. 
I feel sure. somerer, that it is not their policy 
to prevent t ic buying clothing that is 
available. Purthertiiote, as we all know, they 
are engaged in trying to open export markets 
that are at present closed to us, I ‘think 
we. can face the future with confidence. 


‘ 
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>’ Statistical Summary , 


GOVERNMENT RETURNS 

For the week ended’ February 7, 1948, 
total ordinary revenue was 154,173,000 
against ordinary expenditure of £59,600,000 
and issues to.sinking funds £340,000. Thus, 
including sinking fund allocations of 
{12,967,000 the surplus accrued since April 
jst is (666,354,166 against a deficit of 
{363,564,009 for the corresponding period a 
year ago. 


ORDINARY AND SELF-BALANCING 
__ REVENUE AND EXPENDITURE 


| Receipts into the 





Exchequer 
i (£ thousand) 
Esti- | § . -- 
[ April | April | ' 
Revenue mate, | M i # Week | Week 
IAS to | ended ended 
| Feb; rs Feb; Pay 
ee 6. 
“TV aehr | agts | 197 [ase 
ORDINARY } | 
REVENUE } t 
Rocome Tax. . «eas 1086000 $51,439 878,549 56,628' 67,362 
Bur-tax ... see 80,000 50,092 61,055 4,500 6,400 
Estate, etc | Duties’ 155,000 125,959 143,179 5,000), 4,200 4,700 
Reems... Sandee 57,000 30,904 45,680. 
me: . . dala | 206,000 j,28-642 29470 400: 350 


E.P.1 : 
Other In! land. Rev. 1,000 


sentasttanpen a ee cece rene | emg ae 


Total Inland Rev. 1585000 1580760 1377081 69,658 4, 262 


293,326 218,768 4,525 9,500 
398 ‘380; 105, 














Customs........-. 742, 460 522, 997) 70, 536) 15, 047 13,941 
ROME ci sveeseee | 668,540 509,800: 553, 400! 24, :303) 48,600 
Total Customs & 

ee SPREE 1411000, 1032797 1223936) 39, 350 62,541 
Motor Duties...» 47,803 47, 396, 
Surplus War Saat 0; “TI6, 382) 166, ,154! ee ext) 
Surplus Receipts 

from Trading. .. 55,000 40,000, 91,261, colar er , plie 
Post Office (Net } 

Receipts)... ess) siete, | «Seta pie 1.159) 1,730 
Wireless Licences.| 11,000; | 8,210 


Receipts from 
Sundry Loans... 21,000) 23,390) 21,859... 
Misce!). Receipts. .| 270,000- 36, ‘914 205,780, 4 


Total Ord. Rev... 5499006 2689847 3143317112869 154173 


9,2 an 

Crown I ands..... 1, 000 840 580 oe | oe 
i 
| 


"es 














SrLv- BALANCING | 
Post Office....... 144,230) “110, 200° 120, 600) 2, 000! 2,370 
Income Tax on ; 

EP.T. Refunds, 49,000; 142,079. 19,535, 1,474, 265 
Total .. 5 1369223029421 26,3285452) 1163451156808 
- - a page = i ie i cee ae ae ——— 

“Issues owt Of the Exchequer 
to meet payments 
(¢ thousand) 
Esti- renee 
Expenditure mate, t April | peas) | Week | | Week 
1947-48) to S | ended | ended 
Feb. Feb. | Feb. | Feb, 
id ih cheite ibd 
|__| 198T_ | 148 | 1987 | TAS 
~ OrpINaRY | { | i 
EXPENDITURE I | 


Int. & Man. off | 
Nat. Debt ..... 525, 000 398, iia 404,205 4, 277 21,995 
Payments to .N,) 4 | 





ireland. «| 23,600) 15,100 19,017) 1,160, 1,274 
Issue to Nat. Land; | 
Send. en 50000 “oy | icc dic. vos 
Other Cons. Fund j ; 
Services ....6.: 8,000 7,029) 6,917) 
_—— | ee ee! | pe cernenesmacstte | seit 
ys eee | $56,000; 471 470, 430,139: 5 ve7; 23,270 


Supply Services | ./2635114'2569196/2035857 46,100 36,330 


ety | ere re 


Total Ord, Exp.. . 3191014 3040666 2463996 51,537) 59,600 


| nn 











SELF-BALANCING ' j ' 
Post Office... 001. | 144, 230) 110, 200: 120, 600 2,000 2,370 
Income Tax on, 

E.P.T. Refunds; 49,000. 142,079 19, 635, om 265 


ee} —_—_— 


Total .........., 3963340 3290045 2eO4 131, 55,0111 62,285 


After increasing: Exchequer balances by by ee to 
£4,006,322 the other operations for. the decreased 
the gross National Debt by 103,264,563 tc to £25,653 million. 


NET RECEIPTS ({ thousand) . 
Tithe ‘Act, 1936, :@ecs: 26 cc. 6 vee d4 50's sels vleed HiRes 243 
Housing (Temporary Accommodation) Act, 1944... 21 











264 
NET ISSUES ({ thousand) - 
P.O and Telegraph een Jt Vi. Veo te OER 
E.P.T. Refunds. .<......<. <i ae 3235 
Aron Rees ‘in Piuy.) (eeotlond) Act 19Ne. 
ous anci a : 
9 hin shnesae ee 


Local Ruthoriticd'L ans 
New Towns Act, 1946, fee 


Cott C 
rine al ith Sai be 
= 11,054 





CHANGES IN DEBT (£ thousand) 
‘Ne? Recerprs Net REPAYMENTS 


Nat. Savings, ..... 4,250 Treasury Bills .... 25,856 
24% Det. Bis 963 | 3% Def. Bonds.... *2,957 
Other Debt :-— 24% Ter. Annuities 1,456 

Internal ....... 4 | Tax Reserve Certs. 13,795 


External ....., 26,675 | Under various Atts 
: to interest om the 
National Debt... 1,426 
Ways & Means Ad- 
vances ‘sarecees 69,670 


31,892 | 115,160 


———+ | 


* Including £2,330,000 paid off on maturity. 
FLOATING DEBT 








{£ million) 
Ways and 

Treasury | Wars | 

Bills ae Trea- | 
: oe } Sury | Tova 
tee | cache Oot co wos | 
posits | ing 
Bank by | Debt 


Tender{| Tap Dae Eng- Banks 
| land | 








paeenctcninceintne ep iseetinmnenndlisis 


Feb. "e245, 0) 2418. 2|439-7| ... | 1600-0 6602-9 





i 
| 
¥ 
Oct. 25 2230-0/ 2561-5 (332-6 | wr 22-5 | 5 6316-6 
Nov. °F! 2240-0 | 2543-4 1354-8 | 1-75%4 | 1252-5 | 6392°5 
w (8) 2250-0 | 2539-3) 337-71...” 1252-5! 6379-4 | 
w 15 | 2250-0 | 2527-5 | 1346-7 | 13-5 | 1292-5 6430-2 
m 22 2250-0 2579-7) Bes 6-8 | 1317-5 6495-1 
» 29 2250-0 2561-0) 338- vow | 133795164872 
6 | 2250-0 2582+2|/340-3| |. | 1372-5 | 6545-0 
w» 13) 2250-0 | 2569-5| 325-E | « ... Y} B3ee*§) 6592-1 
w» 20 | 2250-0 | 2605-4 | 306-6 | 6-3 | 1377-0 | 6545-2 
w' 51{ 2250-0 | 2550-7| 305-6 | .. | 1402- rb paeeeee 
, Safe pf } 
1948 | ' = 
Jan. 16 | 2220-0} 25i6-3| s17-B} ... bas74-0 427-5 
weWPy 2280-0 }:2676-3) 373-7 | 1. | 1335-5 639345 


» 24|2200-0 2426-6! 341-2] <-. | 1330-0 6297-7 
. SL) 21900 2357-3) 37-5 |. | 15295! 6248-2 
Feb. 7 | 2170-0 | 2351-5} 301-6 | _..._| 1529-51 6152-6 


TREASURY BILLS 











(£ million) 

50). Seed ee ices | Per 
rca ies | Mer | Soe 
Tender Applied! of - & at 

Offered * yn \Allotted oe Min. 
{ bay ™ Rate 





194 | | } 
Feb. 7 170-0 | 290-6 | 170-0) 10 1-52 | 46 


Novo 7 [1700 }°285*44 170-0} IO 1-49 45 
w». 24 |.270-0 | 270-1] 170-0} 10° 1-85 53 
wo 2h M7060" =. 21 170-0} 16 1-70 53 
‘wy 28) 120-0 | 269-2 | 170-0} 10 3-02 53 

Dec. 5 | 170-0 | 300-61] 170-0} 10 2-26 38 
» 12 | 170-0 | 289-8 | 170-0} 10 2-66 45 
, 19 | 170-0 | 274-71 170-0} 10 2-89 50 
sj) 24 | 190-0 | 288-1} 170-0 | 10 2-73 45 
1948 

Jan. 2) 170-0 | 274-21] 170-0} 10 2-99 52 

9 | 170-0 | 285-2} 170-0 | 10 2-63 45 

» 16} 170-0} 251-2} 160-0} 10 3-41 57 
” 23°} 160-0 269-1 | 160-6 | 10 2-97 | 46 
3 | 150-0! 282-7} 150-0} 9-21-56 ) 

Feb. 6 | 160-0 | 276-5 160-0}  9.11;89 42. 


~ On ‘February 6th applications “for bills to “be paid on on 
Tuesday, Wednesday, Thursday, Friday and Saturday 
were accepted as“to about 42 per cent of the amount 
applied for-at £99 17s. 6d. and applications at higher 
prices were accepted in full. Applications for bills to be 
paid on Monday were accepted at £99 17s. 7d. and above 
in full. £170 million (maximum) of Treasury Bills are 
being offered for February 13th. For the: week ended 
cee 14th the Banks will not be asked for Treasury 


deposits. 
NATIONAL SAVINGS 
(£ thousand) 
Week Ended — — 
| Feb. ‘I, | Jan. SI, ; Jan. 31, 
Jigar’ | owe | i540", 


Savings Certificates :— i 
Receipts........ Vedetesckf 5080} 5,050 |189;200 


Repayments ../.vssees-+ | 4,000 | 1,500 | 115,050 
Net Saving§,....-..6..+. | 1,050 | 3,550 | 74,150 

Defence Bonds :— | 
Receipts. oss ccsceenoci-« | «20 | 1,130°}°60,485 
Repayments ........---- 590 | } | 33,406 
Net Savings..........--. | 4,030 1° 882 | 27,079 
N 

P.O. and re Savings ' 

Banks — 


Receipts... see ise e es | lA 
Remepvatnains nh: 11,460 


Dist Savingiicansccciss 2,030 
















17,896 | 582.855 
11,216 | 524,796 


6,680 | 58,059 





270 ae. 
2,275 | 94,99 


Total Net Savings <....,.. | 7420 | 10,612 | 159,288 
_ Interest on certificates .repai 
~~ Interést. “accrued 


720 
on savings | 
“remaining invested... -. | > 2234 








BANK OF ENGLAND 
RETURNS 


FEBRUARY 11, 1948 


ISSUE DEPARTMENT 





£ £ 
Notes Issued : Govt. Debt... 11,015,100 
Tn Cireln, ....1247,018,964 | Other Govt. 
In Bankg. De- Seeurities ...:1538,171,119 
Partment,... 103,228,869 | Other Sees. . «. 807,479 
Coin other 
than Gold... 6,302 
Amt. of Fid. —- 
NR ars occas 1350,000,000 
Gold Coin 
Bullion (at 
172s. 3d, 
oz. fime)...; 247,833 
1350,247,833 1350,247,833 


BANKING DEPARTMENT 


£ £ 
Capital ......: 14,553,000 | Govts Sees. 1; ¢)275;999,079 
| Oe 3,808,908 | Other Secs. : 
Public Deps.*., » 17,294,866 | Discouns and 
————— | Advances... 10,585,861 





Other Deps.; Securities... 25,767,608 
Bankels* 988,900,609 oe 
Other Acts. 92,345,394 ; 3, 353,465 465 


378)146,003 Notes,.6¢s.++ 103,228,869 
oo ye 221,364 


413,802, 417 413,802,777 


* Inch Exchequer, Sa Banks, Commissioners 
of National and Divided hacoone. 








COMPARATIVE ANALYSIS 


























(£ million) 
| 1947 | 1948 
Feb, | Jan. | Feb..| Feb. 
} 12 28 ee. 
. i j | 
Issue Dept. : | i 
Notes in cirenlation...... 11374- 6.1268: 9 1257-6 1247-0 
Notes in banking depart- | 
ment ..... bated ens ¥: we | 75-6 131-3 92-6) 103-2 
Government debt 
securities® -.......... 1449-2 1399-2 1349-3'1349-2 
Other securities......... 0-8 08! O47 0-8 
GOS Sci SGA i 0-2 0-3 0-2 


Valued at s, fine oz. ne 172/83; 1728/3, 172/3 
Renting sete ri : ' 


i | 

j ' 
~~ A ae Soveeu | 26-2 16-3 23+4)> 17+3 
Ramee . isisiiesie ds. oe ; 274-1, te 283-7) 285-8 
SMBUS 54 Sis die a Ka + dict ws } 58-1) 93-0). 94-3 92-3 
Total..... epee seVeneise 358+4 400+1, 401-4 395-4 

Securities : | i 
Government, ss s.5. <. fee-4 259-7) 241-6 286-5 276-0 
Discounts, ete........... |} 21-3 12-6 11-9 10-6 
OUR chs cbs) eiddtece » | 19-2) 32-7) 28-4) 23-8 
Total. i... aseeeeve | 500-2) 286-9} 326-8) 310-4 
Banking dept. res... wiawtiks } eh 131-5; - 92-9;.103-4 

; &% Yet Sed % 

*“ Proportion ” ../..,.-. ¥+ bo Bb 32-8) “| 26:1 











* Government debt is £11,015 100, capital £14,553,000. 
Fiduciary issue reduced from trom {1,400 million to £1,350 
million on February 4, 1948. 


GOLD AND SILVER 
The Bank of ’s Official buying price tor gold 


Spot cash prices were as follows :— 











remained at 172s, per fine ounce throughout the week. 
Gotp 


Feb: 5... 


vias 
aa 
Oa 





Sa rae STS a rT 











hee 


Sates 
> of 


~ Scheme. 


AGGREGATE ASSETS 
at 3ist March, 1947 
€87,034,037 


“) NEW. A 


een 


Represented at over 240 points 

in New Zealand and at Melbourne, 

Victoria ; Sydney, New South Wales: 
Suva, Fiji; Apia, Samoa. 


Head Office: WELLINGTON, N.Z. 
P. L. Porter, General Manager 


Londen Office: 
1, Queen Victoria St., E.C.4 
©. M. Samuel, Manager 


Head Office: Branches throughout 


EDINBURGH SCOTLAND 
€sTO. 1623 


LONDON OFFICES: 87, Nicholas Lane, E.C.4; and 
18/20, Regent Street, Piccadilly Cirous, §.W.1. 
Every description of Banking Service undertaken. 


REFUGE ASSURANCE COMPANY, LTD. 


Chief Office: OXFORD STREET, MANCHESTER, | 
a aa EXCEEDS 


ASSETS CEED 
CLAIMS PAID a ae 


UNIVERSITY OF OXFORD | 


The Delegacy for Social Training proposes shortly to appoint a 
Senior Tuter (Woman), the appointment to begin as soon as possible. 
— pens will be £600-£700, according to age and experience, and 
wi a 
System for Universities. Children’s allowances are payable under 
the system in force in the University. 

Apptications for this post (six copies), with the names of three referees 
and a short account of the applicant's qualifications, experience, and 
academic career, should be sent before arch 15th, to the Registrar, 
University Registry, rom whom further particulars can be obtained. 
Testimonials are not required. 


The choles bade the electors will not be limited to those who apply. 


UNIVERSITY OF LONDON. — 
LEON FELLOWSHIP 


Applications are invited for the Leon Fellowship for Research (prefer- 
ably in the fields of Economics or Education) for the Session 1948-49. 
The fellowship is of the value of notJess than £500 a year, and is tenable 
in the first instance for one year. It is not essential that candidates 
should be members of a university, Seleeted candidates will be required 
to attend for interviev. Further particulars should be obtained from 
the Academic Registrar, University ef London, Senate House, London, 
W.C.1, and applications for the Fellowship must be received not later 
than April 1, 1948. 


UNIV ERSITY OF LONDON 


The Senate invite applications for the Readership in Eeonomics (Bank- 
ing and Currency) tenable at the Londen School of Economics and 
Political Science (salary £800-£1,000-£1,200). Applications must be received 
net later than April 20, 1948, by the Academic Registrar, University of 


Lendon, Senate House, W.C.1, from whom further particulars should be 
obtained. 





UNIVERSITY OF GLASGOW 


Applications are invited for the following posts, 
October 1, 1948. 

Political Economy: One Lectureship, Assistantship, 

Economic History. (Modern): One Lectureship. 

Political and Social Institutions: One Lectureship. 

international Relations: One Lectureship. 

Sociology: One antnrenee. 

Social Psychology: One Lectureship. 

Appointments will be made according to the University Grading 

The initial salary for the Lectureships will be between £450 
and £600, and for Assistantships between £350 and £450, and will be fixed 
in each case occarsane Fe experience and qualifications. Applications 
(three copies) should ones. not later than March 1, 1948, with the 
undersi from whom st te a; rs may be obtained, 
T. HUTCHESON 


Secretary of University Court. . 


tenable from 





rE WHITEHALL LETTER: An. isititndte weekly study of world 


affairs now ae to new. subscribers at home and abroad:— 
Mitre House, 44 Fi eet Street, 0.4. 











Pointed in Great Britain by St, CueMents Press, Lto., Portugal St - Kings Si, London, W.C.2. 


at 22 Ryder Street, St. James's, London, $.W. 1. U. Ss. Representative : 





subject to the conditions of the Federated Superannuation | 





THE ECONOMIST, February 14, J94g 


' THE. HONGKONG AND SHANGHAI 
BANKING CORPORATION 


corporated in the Colony of gue ) 




















care. esse AND. FULLY PAID UP . ‘ieee. 
UNDS ~ Ff . . '. ‘i 
RESERVE & LIABILITY OF + Wemeens. - - ~ . a ‘ 
Head Office: HONGKONG ; 
Chile. Manager Tar Howovnasie A, Moran, (.B,R, 
BRANCHES ; 
Amoy Cotomb> *Kobe Mukton *Bouraha 
*Dairen Kowloon Nanking Sungei Patan 
Batavia Foochow Kuala Beiait New York Swatow 
Bombay Haiphoug Kuala Lampu Peiplag Tawau 
Brunei *Hambarg Kure Penaug feluk Aason 
Calcutta Hankow Labuas Ranagoor (Perak, 
Cameron High- *Harbin London Saigen Tientaia 
tands (Malaya lisito Lyons Sandakan Tokio 
Canton Ipoh Malacca Ban Frauciser Tsingtao 
*Chefoo Jeasel tor Manila Shanghai *Yokohama 
Chungking Jobore Muar (Johore) Singapore 
* Branches not yet re-opened. ir 
Lendon Office: 9, GRACECHURCH STREET, £.C.3 


HONGKONG & SHANGHA! BANK (TRUSTER) LIMITED. 


9, Gracecharch Street, E.0,5, a company iocuperetet - Englaod, and an affiliate of 
The Hongkong and Shanghai Banking Corporation, is pared to act as Executor aad 
Trustee in approved cases. Trustee Companies, also aifillated ¢ to ibe Corporation, are established 
io Hongkong and Singapore. 

Full partienlars may be had on application. 


DEN NORSKE CREDITBANK 


Established 1857 


OSLO, 
NORWAY 








Branches: Arendal, Flisa, Grimstad, Larvik, Lillesand, Mondale 


Porsgrunn, Risor, Tonsberg. 
Every Description of Banking Business transacted 
Correspondence invited = 


Telegraphic Address . “ Creditbank ™ Telephone : ' 42 18 20 Osio” ; 










ANADIAN PACIFIC RAILWAY COM ae nti nada 
vith limited liability)—DIVIDEND NOTICE—ORDINARY Capt vAL 
STOCK—At a meeting of the Board of Directors held today, 

dividend of Three per cent (seventy-five cents per share) on the Ordir 
Capital Stock in respect of and out of earnings for the year 1947 was 
declared payable in Canadian funds on Mareh 31, 1948, to shareholdery 
of_record at 3 p.m. on February 23, 1948. The Directors consider 
desirable to — out that this dividend of three per cent, maki 
total dividen yment of five pér cent in respect of operations for 
year 1947, is inate possible only by income from sources Other 

railway operations. Continued increases in gross earnings from f 

traffic had been largely offset by decreases in passenger traffic | 


by increases in wages and the cost of materials and supplies. Ry order 
of jhe Board. FREDERICK BRAMLEY, Secretary. 
9, 194 


Montreal, February 


oN 


NORANDA MINES LIMITED | 







| 

| 

DIVIDEND NOTICE. 

Notice is hereby given that an interim dividend of Seventy-five’ 
| Cents ($°75) per share, payable in Canadian funds, has been 
| declared by the Directors of Noranda Mines Limited, payable 
| March 15, 1948, to shareholders of record at the close of 
| business February 13, 1948. 

Toronto, 


By Order of the Board, 
L February 4, 1948. 


J. R. BRADFIELD, Secretary. 


E XPORTS, IMPORTS AND FOREIGN EXCHANGE. Accountant, — 
4 46, with initiative and tact, fully conversant with existing Cu ae 4 
Regulations and Procedures here and abroad, having 26 ygerr ra 

commercial experience, seeks responsible appointment.— ~ 608. 


jy YOMAN graduate with varied experience in —— ‘and ii 
service, including statistics, buying, office organisation, secretarial 
and personnel work, seeks interesting position requiring energy and 
initiative. Willing to travel. -—Box 665. 


CONOMIST, ‘journalistic ex experience, interested “ih research: sea 
French, German, some Spanish, familiar publicity work, 
Box 660. or managerial post with periodical or business organisation 





ak 

(CAPABLE woman (free from direction), wide experience, 25 years 

in Home and Export Trades, requires appointment as Personal oe 5 
Administrative ‘Assistant. £450 p.a.—Bo: x 6 


DMINISTRATION. Applications are esas for senior | administra- 
tive appointment in Processing Company 
The position will be adviso of eo Managing Director Oe mat earry i 


salary of not less than 750 p.a. Candidate must have Univ 
Degree (Economics Sociology e anak : with wide aa 


ogy) 
experience, with emphasis on personnel, industrial en —— and 
control study of modern methods of organisation 


an important appointment with excellent progpects for * wie, 


ising, youn peers who has cow imagination and cai 
for hard wor ott ss in confidence, s was e, education : 
details of ¢ career wit laries earned, to = 66F, ot 


en rere peg te pnw ante ae mee 


XPERIENCED sales and advertising executi Fae seeks 
with scope soe, | brates, initiative an 


modern idéa on 
ment. L 
lacholne war ao Boal, as ‘ol mr as a ae ‘and a 
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